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AFTERNOON SESSION 

1:17 p.m. 

THE VIDEO OPERATOR: This is 
videotape number 2, the continuation o-f the 
deposition of Dr. Lilly. Today is August 8th, 
1995. The time on the screen is 1:17:39. You're 
on the record. 

(Lilly Exhibit 17 for 

identification, report from the Philip Morris 
Research Center, Project 4009, development smoke 
studies, dated May 17, 1983.) 

ARNYS CLIFTON LILLY, JR., 
resumed, having been previously duly sworn, was 
examined and testified further as follows: 
CONTINUED EXAMINATION 
BY MR. PAYTON: 

Q. You've been handed what's been marked 
Lilly Exhibit 17, a report from the Philip Morris 
Research Center entitled "Project 4009, 
development smoke studies," dated May 17, 1983. 

The report title is "Development smoke studies 
annual report." It's written by B. L. Goodman 
and approved by P. N. Gauvin. 
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01:18:40 2 


I think he pronounces it Gauvin, 


01:18:40 3 


01 : 18:42 4 


Q. I just can't remember. 


01 : 18:44 5 


I get it wrong also. 


01:18:48 6 


Q. The production number is PA 823244 


01:19:04 7 


through PA 823280, and 0000134660 through 34696 


01 : 19:06 8 


You're on the distribution list, 


01:19:10 9 Dr. Lilly, in the middle column, do you see 


01:19:10 1i 


that ? 


01:19:10 11 


Yes, sir. 


01 : 19:18 12 


Q. And at this time, which is 1983, you 


20 13 


are one of the principal scientists; is that 


correct? 


01:19:24 15 


A. I am a principal scientist, yes 


01 : 19:28 16 


Do you recall this report. 


01:19:30 17 "Development smoke studies"? 


01:19:36 18 


I recall the project called 


01 : 19:38 19 


"Development smoke studies." I don't know 


01:19:42 20 


whether I did this one or not 


01:19:42 21 


Q. What is the project? 


01 : 19:44 22 


MR. MURPHY: Is or was? 


01:19:46 23 


MR. PAYTON: Was. 


'1:19:5 0 24 


A. I think it, again, was a project that 


56 25 was an ongoing one in the new product 
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development, and I hesitate because I don't know 
whether it's a division or a directorate. I 
think it's still a division. 

Q. The new product division, you mean? 

A.. The new product division, yes, sir. 

Q. Dr. Lilly, I would like you to go to 
the next to last page, page 34, 

(Witness complies.) 

Q. It's the second page of the 

references. Do you see that? 

A. Page 34, yes. 

Q. It's a list of references, and at the 

top it says, "Barbro Goodman, memo to," just a 
reference. 

A. To Leo Meyer -- 

Q. I'm just getting you to that page. 

A. Okay. I'm there, sir. 

Q. If you go down to the fourth item on 

this page, it's Randall K. Greene, memo to 
Mr. Larry Stewart, and then it's entitled 
"Computer predictions for Marlboro lOOs, 

December 31, 1982," Do you see that? 

A. Yes, I do. 

Q. Do you understand the reference to 
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computer predictions for Marlboro 100s? j 

A. Not entirely. I know we have 
computer programs to help design cigarettes. I 
don't know whether that's part of it or not. 

Q. Do you know when Philip Morris first 
used computer programs in the aid of designing 
cigarettes? 

A. I think they go back to somewhere 
around the middle to the late '70s, when 
Dr. Homer Hartung and I believe Larry Stewart put 
together a lot of the FTC type data and began to 
make some predictions. And in fact they continue 
to this day, the models are being worked on and 
upgraded all the time. 

Q. Who is Larry Stewart? 

A. Larry Stewart is a chemist. When I 

first went to the company in the early '60s or 
middle '60s, he reported to me on the physics of 
filters, electrostatic filters, and then l think 
he continued on in the physics group for a 
while. 

And I'm not sure, he may be in the 
new products group here. He retired maybe toward 
the end of the '80s. Randal Greene is a computer 
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scientist now. He may not have been at that 
time . 

Q. Was the computer model a 
comprehensive computer model? 

MR. MURPHY: I object to the form, of 

the question. 

A. I think I understand your question. 

It was very much an empirical and 

phenomenological model. It has gotten better to 
date, but much of the heart of even models today 
remain more or less empirical. I mean, there are 
some things that are -- can I say ab initio? But 
not very much of them. 

Q. Will the computer model predict 
measurement values? 

MR. MURPHY: I object to the form of 

the question, 

A. The computer model within the range 
in which the empirical parameters are over would 
largely predict deliveries of the cigarettes and 
other things like what type of filter, what type 
of paper, burn rate, the things that are used in 
design of cigarettes and the parameters. 

Q. Does the computer model have a high 
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confidence level? Do you understand that term, 
"confidence level"? 

MR. MURPHY: I object to the form of 

the question. Vague and ambiguous. I don't 
understand it. If you do, Dr. Lilly, you can 
answer the question. 

A. I think you mean that the outputs of 
the computer model are realistic as far as 
measurements go. 

Q. That's what I mean by "confidence 
level," yes, 

A. I think it does for, let's say, 
conventional cigarettes, in which there's a 
database that might be FTC type values that are 
put into it to measure against, or experimental 
data. I think for brand new things, where, you 
know, circumference is low or you've done 
something new, I think that the confidence level 
has to be established on things like that. 

Q. Do you know if the computer model can 
be used with respect to the RL manufacturing 
process ? 

MR. MURPHY: I object to the form of 

the question. Vague and ambiguous. 
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A- Meaning that you would -- I guess I 

have to ask a question. Meaning that you would 

do something about that process? 

Q. Could you predict values? 

MR. MURPHY: I object to the form of 

that question as well, Mr. Payton. You can 
answer. 

MR. PAYTON: We're trying to get some 

coffee. 

MR. MURPHY: Coffee takes priority, 

but you can answer the question. 

A. Meaning if you had tobacco blends 

that had RL and BL and recon in it, it would 

predict the delivery? 

Q. No, that's not what I meant. Do you 
know if there is a computer model that would 
describe the RL manufacturing process? 

MR. MURPHY; I object to the form of 
the question. I don't know what you mean by 
"describe the RL manufacturing process," John. 

Q, Do you know what I mean. Dr. Lilly? 

A. I think I know what you mean. 

Meaning that it would describe the entire process 
by the sum of the unit operations that's in the 


MANHATTAN REPORTING CORP. 




2058453066 







2 79 




01 

27 

10 

2 

01 

27 

10 

3 

01 

27 

14 

4 

01 

27 

18 

5 

01 

27 

22 

6 

01 

27 

28 

7 

0 1 

27 

32 

8 

01 

27 

34 

9 

01 

27 

3 8 

10 

01 

2 7 : 

3 8 

11 

01 

2 7 ; 

40 

12 


28 

0 6 

13 

01 

28 

10 

14 

01 

28 

20 

15 

01 

28 

20 

16 

01 

28 

: 22 

17 

01 

28 

32 

18 

0 1 

2 8 

3 6 

19 

01 

2 8 

48 

20 

01 

28 

50 

21 

01 

28 

52 

22 

01 : 

28 

5 6 

23 

01 : 

2 8 

58 

24 


29 

04 

25 


process? 

Q. That's correct. 

A. To my knowledge, there's not one that 

would describe that process. I think -- I've 
seen models that describe dryers, you know, how 
much air flow and how much heat input. I may 
have seen a model that might describe a falling 
film evaporator. But I've never seen a model 
that describes or simulates that whole process, 
not that it couldn't be done. 

I haven't seen one. 

Q. How familiar are you with the 

computer model for Marlboro 100? 

A. Well, I'm not very familiar -- it 

would be a computer model for cigarette design. 

In fact, I think we call it cigarette design 
model today. Not very. I remember when 
Dr. Hartung was putting some stuff together in 
the '703 and trying to collect data, and getting 
characteristics of papers and getting 
characteristics of individual components and 
making measurements, FTC measurements to put an 
initial model together. 

More recently, I was in a discussion 
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in our staff meeting where we have -- are going 
back and looking at the six computer models that 
now exist where people have added their little 
wants in them, and trying to combine that into 
one . 

So I kind of lost track of the 
computer model somewhere in between Hartung and 
the six that developed. 

Q. Are you familiar with blend component 
studies? 

A. If you mean some yearly studies where 

significance were made of individual blend 
components, yes, I've seen some of that over the 
years. 

Q. Have you seen computer models that 
use blend components studies? 

A. I guess that's part of what the 

computer models try to do, is to take data that 
come off of individual components, both puff 
count and delivery, and also volume filling 
values or specific volume, and I guess chat's 
really what Hartung tried to do, and more 
recently I think that I've seen some models that 
do maybe a little better job with that type of 
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thing. 

But yes, those have kind of been 
around since the mid-'70s. 

Q. The blend component studies are the 
raw data that are used to make the computer 
model; is that correct? 

MR. MURPHY: I object to the form of 
the question. Misstates his prior testimony. 

A. That's part of the data input, you 
know, some sort of a linear summation -- I think 
it's all linear, I don't think there are any 
logarithmic summing rules -- coupled with FTC 
measurements made on a wide variety of 
cigarettes, are part of the empiric or 
phenomenological nature of these models. 

Q. Is there any other data that goes 

into the database for the model? 

A. Now you're getting beyond my actual 

detailed knowledge. 

Q. Let me go back in time. In the 

period before March 24, 1994 -- 

A. Yes, sir. 

Q. --do you know of any other data that 

go into the database that is used to create the 
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computer model? 

A. I'll tell you what I think I know 

that goes in. I think paper processes go in. I 
think you can input blend data from component 
measurements. I think that filter 
characteristics go in. I think that there's some 
things like mass burn rate and puff count that go 
in. 

Now, beyond that, there may be other 
things that I just am not that familiar with the 
detail code to tell you that go in. 

Q. And what can be predicted by the 

model? 

MR. MURPHY: I object to the form of 
the question. Lack of foundation. 

A. So far as I know the model would be 
used as follows. There would be some marketing 
need for a new cigarette, and it gives the 
cigarette design person a chance to at least 
review -- I mean, the cigarette might be a 100 
millimeter cigarette, maybe it's a Virginia Slims 
with 23 millimeter circumference. 

It gives the cigarette design person 
a chance to, rather than empirically go down and 
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make bunches of cigarettes, which we do have a 
small factory for doing, a chance to review 
design by changing things on the computer such as 
perforation level, the type of filter paper, and 
small changes in things like density, before then 
going down and making the four or five models 
that would be closer. 

That's the intent of a computer 

model. 

Q. Will it predict nicotine delivery? 

MR. MURPHY: I object to the form of 

the question. 

A. So far as I know it's certainly 
basically tar, and if input -- if one of the 
inputs, and you're asking me the question, was 
percent alkaloids, I think that would allow them 
to make some prediction of that, yes. 

Q. Do you know what protonated nicotine 

is. Dr. Lilly? 

A. Yes, I think I know what protonated 
nicotine is. 

Q. What is it? 

A. It's the nicotine compound in which a 
proton has been added, so it has a charge of 
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plus, plus one. 

Q. Do you understand protonated nicotine 
to be the active form of nicotine? 

MR. MURPHY: I object Co the form of 

the question. What do you mean by "active," 

John? 

Q. Do you understand protonated nicotine 
to be the form of nicotine that has a 
pharmacological effect? 

MR. MURPHY: I continue to object to 

the form of the question. If you understand it 
you can answer. 

A. I understand that protonated nicotine 
has a tendency to form salts. Nicotine citrate, 
nicotine what have you. But only the free 
molecule will be in the vapor state, or I expect 
diffuse easily, if you're talking about diffusing 
through membranes. 

Q. Let me ask a different question. Do 

you know the term "free base nicotine"? 

A. I've heard "free base nicotine." 

That's the unprotonated form I believe you're 
asking about, which I call, by the way, just the 
nicotine molecule. 
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Q. Is the free base nicotine the 

nicotine that is pharmacologyically active? 

MR. MURPHY: I object to the form of 

the quest ion, 

A. I have trouble answering that because 

I expect that both types may exist -- I mean, if 
you have nicotine in some sort of an aerosol 
particle, at least from what I know about the 
chemistry of that, it would probably be in the 
protonated form. 

Then I get very unfamiliar with what 
processes might allow it to get through membranes 
here or here or here, if you have a patch. That 
gets a little bit beyond my knowledge, because I 
would expect most forms commercially would be in 
the protonated state. 

Q. Do you know if the computer model 
will predict the level of protonated nicotine in 
the smoke? 

MR. MURPHY: I object to the form of 

the question. 

A. I don't know the answer to that. I 

don't know about -- that would require to put a 
lot of code in about things like pHs and so 
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01:36:58 2 forch. And I don't know, but I would lean to the 

01:37:00 3 answar of no, without being sure of that. 

01:37:26 4 Q. You referred just now to pH. 

01:37:26 5 A. Yes, sir. 

01:37:26 6 Q. What is pH? 

01:37:30 7 A. I'm sorry. I missed -- 

01:37:32 8 Q. What is it? What does the term refer 

01:37:34 9 to? 

01:37:36 10 A. I think it means literally the log of 

01:37:42 11 the hydrogen ion concentrates in a solution. So 

01:37:46 12 that if you have a high pH, you have a base, and 

37:48 13 if you have a low pH, you have an acid. 

01:37:52 14 Q. It'S a means of identifying the acid 

01:37:54 15 or base characteristic of something? 

01:37:56 16 A. Yes, I think it's one of the 

01:38:00 17 parameters that an acid solution or a base 
01:38:00 18 solution would have, yes, sir. 

01:38:10 19 Q. And what's the relationship between 

01:38:16 20 pH and nicotine delivery? 

01:38:16 21 MR. MURPHY: I object to the form of 

01:38:18 22 the question. Lack of foundation. 

01:38:20 23 Q, Dr. Lilly, do you know if there's a 

01:38:24 24 relationship between pH and nicotine delivery? 
38:30 25 A. I don't explicitly know the function 
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of a pH parameter in nicotine delivery. I never 
really measured or did any things like that. 

{Lilly Exhibit 18 for 

identification, two-page memo from W. A. Farone 
to L. F. Meyer, New significant products, daced 
September 24, 1981.) 

Q. Dr. Lilly, you've just been handed 

what's been marked Lilly Exhibit 18, a two-page 
memo from W. A. Farone to L. F. Meyer, subject is 
"New significant products," dated September 24, 
1981. It has production number PB 102213 through 
14, and 1003478769 through 8770. 

You'll see on the second page that 
you are shown as receiving a copy. 

A, Yes, sir. 

Q. Mr. Farone was the person to whom you 
reported in 1981; is that correct? 

A. Yes, I reported to Bill Farone in 
'81, that's correct. 

Q. Do you recall this memo? 

A, I kind of recall this memo. That's 

what I was thinking about. 

Q. The memo in the first paragraph makes 
a point of, "These ideas are not mine," it says. 
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A. Yss, and I'll tell you what I'm 

trying -- Bill was a -- 

Q. Mr. Farone? 

A. Pardon. Dr. Farone was very much 

interested in new technology products, and I was 
a member of his staff, as was A1 Kassman and 
Jerry Whidby, as it says there. 

And as I remember it, he asked us to 
think about out - of - the - box ideas for products. 
He's writing here to Leo Meyer, who was the 
director of new products. Dr. Farone was the 
director of applied research. 

And so it certainly jogs my memory as 
to him asking for that. And what I'm assuming 
from what he says, you have collected these ideas 
from three people, Kassman, whidby and Lilly, and 
here they are. It doesn't jog my memory as to 
how erudite we were about writing them down. 

Q. The fourth item here refers to a 

cigarette that doesn't require inhalation. It 
says, "Dave Lowitz has long been an advocate of a 
cigarette that does not require inhalation." 

A. Yes, sir. 

Q. Do you remember that subject? 
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A. Probably more than you would like to 

hear. Dave Lowitz was my boss when I -- not when 
I first came to the company but shortly after 
when I came to the company. And Dr. Lowitz was a 
theoretical physicist and a smoker of some 
regard, and that means he smoked four to five 
packs of cigarettes per day. 

And he became a very big advocate 
that he would like to have a cigarette that was 
more like a cigar, that didn't require 
inhalation. 

Q. Because he didn't have time to 
inhale ? 

A. And he was an advocate of that. He 
did report to Dr. Farone also during this time 
period. And so yes, I have heard that idea 
before, more than one time. 

Q. Paragraph 4 describes that idea. 

A. Yes, sir. 

Q. And at the bottom of the first page, 
and it carries ’Over to the next page - - 

A. The last sentence or -- 

Q. Yes. "One type of appropriate 

technology would seem to be" -- 
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2 A. I'm sorry. Okay. 

3 Q. "To raise the pH of smoke to achieve 

4 nicotine transfer in the mouth." 

5 A, I see that. 

6 Q. Do you understand that sentence? 

7 A. I understand what it reads. I have a 

8 little trouble in understanding how it would be 

9 implemented. I understand what it says. And the 

10 reason I have that is that I don't know what 

11 "smoke pH" means. I think it largely means-how 

12 much C02 is in the smoke. 

13 And I also don't understand how you 

14 change the pH of a buffered system like your 

15 mouth. And so yes, I understand what Dave had in 

16 mind. I just don't understand maybe the physics 

17 or chemistry of how you implement it. 

18 Q. Well, is it referring to changing the 

19 pH of the smoke, not the pH of Che mouth? 

20 MR. MURPHY: I object to the form of 

21 the question. 

22 A. I'm reading it to raise the pH of the 

23 smoke. 

24 Q. Okay. 

25 MR. MURPHY: It says "to raise the pH 
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of smoke." 

Q. Do you understand how raising the pH 
of the smoke would achieve nicotine transfer? 

MR. MURPHY; I object to the form of 
the question. You can answer. 

A. Well, what I understand is that if 
you take nicotine to say an acid pH at somewhere 
like -- it's called the PKA of the system, 
somewhere around 4 pH, 50 percent or -- well, I 
think it's 50 percent would be in the protonated 
form. 

And then if you go the other way and 
take it up, and I believe it's of the order of pH 
8, 50 percent of it would be in the unprotonated 

form, and its vapor pressure above that material 
will go up. 

So if he's saying he likes to get 
diffusion across the boundary layer of the water 
in your mouth and the membranes, he's saying, I 
like to have more, as it sets there in the vapor 
form; it's just that I don't know what pH means, 
because if I'm smoking a cigarette, the biggest 
delivery out of any cigarette is C02, and that 
assumes if there's any water it's going to become 


MANHATTAN REPORTING CORP. 



2058453079 


292 


1 


01 

: 46 

32 

2 

01 

46 

3 4 

3 

01 

46 

4 6 

4 

0 1 

46 

50 

5 

01 

46 

54 

6 

01 

4 6 

56 

7 

01 

46 

58 

8 

01 

47 

54 

9 

01 

4 8 

02 

10 

01 

4 a 

02 

11 

01 

48 

30 

12 


48 

40 

13 

01 

48 

48 

14 

01 

48 

50 

15 

01 

48 

50 

16 

01 

48 

52 

17 

01 

48 

56 

18 

01 

49 

02 

19 

01 

49 

06 

20 

01 

49 

08 

21 

01 

49 

08 

22 

01 

49 

08 

23 

0 1 : 

49 

10 

24 

- 

49 

12 

2 5 


very acid. 

So I had trouble with the way he 
would implement this. I might make one point. 
Dave Lowitz, I still see him occasionally today 
around the holidays, he doesn't inhale cigarettes 
today. He treats his cigarettes as 
noninhaleable. 

Q. Dr- Lilly, you described last time 

how you came to be involved in the ART program. 

A. Yes, sir. 

Q. And as I understand it, the process 
that the ART employs tries to achieve some form 
of equilibrium in the amount of particulates that 
are in the C02 stream? 

MR. MURPHY: I object to the form of 
the question. 

A. In the solubles in the C02 stream, 

that was the intent of trying to use as an 
absorber a tobacco-like material, yes, sir. 

Q. That was the idea behind using the 

s t ems - - 

A. That's correct. 

Q. --as the receiving material? 

A. Right- 
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MR. MURPHY; Dr. Lilly, let 
Mr. Payton complete his question before you 
answer. 

THE WITNESS: Okay. 

Q. Dr. Lilly, do you know if comparing 

lamina and stems, there is more potassium nitrate 
in the stems than in the lamina? 

MR. MURPHY; Objection to form. 

A. In burley stems this is certainly 

true. In flue cured or bright stems, I don't 
know. There's not very much in either one, I 
think. I still probably lean towards stems in 
both cases. 

Q. Have more potassium nitrate? 

A. Yes, sir. 

Q. In the supercritical extraction 

process, would the potassium nitrate move from 
the stems to the lamina? 

A. We used flue cured stems at least 
when I was involved in Germany, and one thing 
about supercritical that makes it unlike aqueous 
is that salts really don't get dissolved. So a 
supercritical C02 would not dissolve a salt like 
potassium nitrate. 
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Q. It wouldn't move at all? 

MR,. MURPHY: Objection. Asked and 

answered. 

A. It would certainly not toe soluble in 

liquid C02 or supercritical C02. 

(Lilly Exhibit 19 for 

identification, April 24, 1987 memo from H. 

Grubbs and R. Prasad to D. B. Knudson.) 

Q. You've just been handed what's been 
marked Lilly Exhibit 19. 

A. Yes. 

Q. An April 24, 1987 memo from H. Grubbs 

and R. Prasad to D. B. Knudson. It has 
production number PB 110857 through PB 110859 or 
2031437004 through 7006. The subject of this 
memo is "Efficient washing of stems." 

And although it's a little obscured, 

I believe you are one of the recipients of the 
copy. Do you see, on the second page, there's a 
line that I believe it says, A. C. Lilly. 

A. Okay. Yes. I agree with you. It 

looks like my name. 

Q. And on the first page it has a stamp, 
"Received, Cliff Lilly," 
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A. That'S even better. I see that. 

Q. If you want to take a look at it. 

A. Yes, could I have just a few seconds 

to read it? 

Q. Certainly. 

(witness complies.) 

A. Okay. I read it. 

Q. Do you remember this? 

A. I didn't remember explicitly, but I 

certainly know the time frame and what they 'were 
talking about. I know the people writing it. 

Q. Do you remember a concern about being 
able to reuse the recovered solids? 

MR. MURPHY: Objection to form. 

A. What I remember about this was that 
this looks about the time we ran our -- was about 
to go run our last trip in Bremen, Germany. And 
what they're doing are taking stems and washing 
them to, number one, have the background nicotine 
level low so they could be used as an absorber 
for nicotine, and they're saying -- they're 
talking about, I assume, the stuff that came out 
of them. 

Now, they're washing with water here, 
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or hot water. And they seem to he doing it at 
the BL plant, the blended leaf plant, which is 
where I think we had the washing done. It looks 
like to me they're talking about a commercial 
process when we get back and build a plant. And 
they're saying, you know, when you've got a lot 
of this stuff, what do you do? 

And so they're talking about what do 
you do with the chemical compounds that get 
washed out, and what do you do with the -- it's 
going to have nitrate being washed out. And it 
looks like they're saying higher quality sheet 
material -- it looks like they're saying that you 
can use this wash liquor in either RL or RGB as a 
soluble. 

I don't quite understand that as much 
as I can read that. 

Q, Do you know if anything ever came of 
that idea? 

MR. MURPHY: Which idea? The Bower 
digester or - - 

MR. PAYTON: Using the wash material 

as a soluble in the RL. 

A. Well, I don't think so, because what 
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0l;57;40 2 we ended up here, this is our last run in 

01:57:46 3 Germany, and then when we did the stem materials 
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for the very short time we ran the big plant, 
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they were so terrible subjectively that they 
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ended up being discarded or landfilled, I 


01:57:58 7 


understand. 
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And so, no, I don't thinh -- to my 


01:58:04 9 


knowledge, anyway, from what I know, this never 


01:58:10 10 really got implemented in any way. I mean,- the 

01:58:12 11 3L plant I think runs the same way it always 
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did . 


{Lilly Exhibit 20 for 
identification, two-page memo dated January 13, 
1986 from Bill Geiszler to Paul Gauvin.) 
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Dr. Lilly, let me ask you a few more 


01:59:00 17 general questions before I ask you about that 
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document. 
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Yes, sir. 
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Is it fair to say that you were sort 


01:59:08 21 of present at the beginning of the ART process? 


01:59:10 22 


MR. MURPHY: I object to the form. 
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That's correct 


01:59:12 24 


MR. MURPHY; Give me an opportunity 


I" 59:14 25 to state the objections for the record, 
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Dr. Lilly. 

THE WITNESS: Okay. 

Q. Did there come a time when you began 

to play a much less active role in the ART 
process? 

A. Yes. 

Q. And when is that? 

A. My responsibility, as I understood 

it, was to have a small group that ended up being 
a little bigger than that, but -- to develop a 
process for using supercritical C02 to remove 
nicotine from tobacco lamina. 

And that process was essentially 
complete in the summer of 1987. At that time the 
process people, and Knudson was one of them, and 
Harvey Grubbs was one, and Robbie Prasad was 
one -- Robbie Prasad was' from General Foods, had 
experience in coffee -- either helped get the 
pilot plant running, because we had built a pilot 
plant, but we stepped back from the basic problem 
at that time, and it was turned over to the new 
products people to use that tobacco coming from 
that process to develop cigarette products. 

Q. This is '87? 
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This is summer of '87, 
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Q. And after 1937, did you play any 
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decision making role in the ART process? 
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MR. MURPHY: Objection to form. You 
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can answer. 
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No. In fact, I went on to other 


02:01:28 8 projects, you know, almost immediately. 
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Q. Did you continue to be informed of 


02:01:34 10 developments in the ART process? 
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MR. MURPHY: Objection to form. 
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I of course had interest in what we 


' 01:48 13 had put a lot of work in. I mean, I smoked some 
02:01:52 14 cigarettes and did anything, that type of thing, 
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if asked, or answered technical questions. 
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But what happened in the end of the 
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summer in '87 was. Premiere came. A huge 


02:02:08 18 announcement was made, and I was immersed 24 
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hours a day, seven days a week in finding 


02:02:14 20 something to fight Premiere with. And that 
02:02:13 21 happened, you know, like September of '87. 
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So I got immersed almost immediately 


02:02:22 23 in something else. 


02:02:42 24 


Did you play in role in trying to 


02:48 25 figure out how to dispose of or utilize the stems 
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that were enriched with the nicotine in the ART 
process ? 

MR. MURPHY; I Object to the form of 
the question, to the characterization of the 
stems. But you can answer the question. 

A. Well, the stems that we used as 

absorbers, I know when we were searching for 
something to use to create some equilibrium, as 
you had mentioned earlier, we knew at most was a 
short term project -• solution, because stems are 
only 25 percent of the total tobacco leaf, and if 
you're only using bright stems you have a real 
big mass balance problem on your hands. 

And I did do some calculations, and 
when I came back to help get a water column piece 
of work started, where you would use citric acid 
and water rather than stems, I didn't play any 
role in stems or what they tried to, you know, to 
use them for. 

I was on panels that saw some awfully 
poor cigarettes that were being put together for 
tests, in which very small percentages of those 
stems were included in some sheet made in the 
pilot plant. 
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But other than that, no, I didn't 
play any other role. 

Q. Do you remember if you were on any of 
the panels that approved any of the blend that 
included some of the steins used to absorb the 
nicotine? 

MR. MURPHY: Objection to form. No 
foundation whatsoever. You can answer the 
ques tion. 

A. I don't recall -- I recall smoking 
one or two, maybe even hand made cigarettes, but 
certainly not a lot, where there was 1 or 2 
percent of those stems put in, in an experimental 
sheet, and saying, boy, is that terrible. 

I was on smoking panels where we - - 
you know, when we first tried to develop the 
product, we had some smoking panels where we 
smoked for a day or I think I was on one where 
you smoked 14 days. 

But that's all I remember about 
really being involved as far as evaluating that 
product. 

Q. Do you remember there being a 
distinction between raonopotassium citrate stems 
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and citric acid stems? 

MR. MURPHY: I object to the form of 

the question. What do you mean by "a 
distinction"? One of them is a monopotassium 
citrate stem and one of them is a citric acid 
stem. 

Q. Are you familiar with the two 

different types of stems? 

A. I'm thinking that we used -- no> I 

don't recall knowing a difference subjectively 
with those. I guess we used monopotassium 
citrate at the time I was in Bremen. I may be 
completely wrong there. 

Q. I believe you're right. 

A. Yes. 

Q. You mentioned there was a mass 

balance problem in using stems as the absorbing 
medium. Do you recall just saying that? 

A. Yes, the mass balance problem being 

that if you had a real successful product and you 
used stems in one to one with the lamina you were 
taking the nicotine out of, and you only used 
bright stems, bright stems would only make up 12 
percent of the total tobacco we buy. 
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02:06:58 2 And right away, if you were 

02:07:00 3 successful, you're going to run out of your 

02:07:04 4 absorber material right quickly. And that was 

02:07:08 5 the problem. And that's why we needed more than 

02:07:12 6 a short term solution, and we looked at things 

02:07:14 7 like water column, and at least got some work 

02:07:16 8 going on water columns. 

02:07:22 9 Q. In front of you, marked as Lilly 

02:07:24 10 Exhibit 13 -- 

02:07:26 11 A. It says 20 here. 

02:07:34 12 Q. 20, is a two-page memo dated January 

07:40 13 13 , 1986 , from Bill Geiszler to -- 

02:07:42 14 A. Yes, I think he pronounces it 

02:07:42 15 Geiszler. 

02:07:44 16 Q. To Paul -- 

02:07:46 17 A. Gauvin again. 

02:07:48 18 Q. The subject is low nicotine 

02:07:52 19 cigarettes.' It has production number PB 110226 
02:08:02 20 through 0227, or 2031436352 through 6353, You're 

02:08:06 21 cc'd on this, on the second page. 

02:08:0822 A. Yes. 

02:03:12 23 Q. In the third paragraph, there's a 

02:08:14 24 reference to you. 
r 08:16 25 A. Yes, I see it. 
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Q. It says, "Cliff Lilly is aware of 
four processes for removing nicotine from 
tobacco." Setting aside the supercritical 
extraction, could any of 'the other three 
processes have been used -- 

MR. MURPHY: I object to the form of 

the question. 

Q. --in the ART process? 

MR. MURPHY: I continue to object to 

the form of the question. Do you understand the 
question, Dr. Lilly? 

A. I think I understand the question. 

And that's why I go with an expensive process 
like building a high pressure plant. 

Q. That's right. 

A. When you can get some solvents and do 

it. When I first came with Philip Morris in the 
'60s, there was work going on with MEK, methyl 
ethyl ketone, and I think methylene chloride, 
which will remove nicotine, among other things. 
And the problem is that you really tear the 
tobacco into pieces while you're trying to get 
solvents out. 

And it ends up almost like all your 
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process to remove nicotine? 

MR. MURPHY; Which recon process? 

MR. PAYTON: Either one. 

A. I think one of the problems with 
solvents, and certainly methylene chloride is a 
solvent, I don't think any commercial company 
would use today methyl ethyl ketone. 

I don't have a good feel for where it 
stands toxicologyically, but when you think about 
the millions of gallons of water and recon 
processes, and then you start thinking about how 
much solvent you would have to have in a whole 
solvent cleanup line and so forth, I -- as a 
technical person, I would think I wouldn't 
approach spending that kind of money for doing 
it, if there was a better way. 

Q. Let me just focus on the RL recon 
process, then. 

A. Yes. 

Q. The RL recon process does use a 
solvent to remove the solubles; isn't that 
correct ? 

A. It removes, as I understand it, hot 

water. 
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Q. Yes. But, I mean, it's a process 

that extracts solubles; correct? 

MR. MURPHY; I object to the form of 
the question. You can answer. 

A. Well, I think that using water is way 

different than using tank cars of methyl ethyl 
ketone. I think the amount of scrubbing and 
evaporation and distillation towers are going to 
be enormous to get that out, particularly if you 
have some driving force or at least, you know, a 
feeling that your customers shouldn't have 
solvents in there. 

I mean, to get down to one or two 
parts per million when you're using 25 percent of 
one of these to extract I think is a very big 
chemical plant akin to maybe an oil refinery, 
with the kind of volumes they use. 

Q. Did you think about using the ammonia 
in the recon process to remove nicotine? 

MR. MURPHY: I object to the form of 
the question. Are you asking this witness 
whether he personally considered the use of 
ammonia to remove nicotine? 

MR. PAYTON: Yes. 
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02:13:40 

2 

Q. 

Did you? 


02:13:42 

3 

A. 

No, I didn’t. I didn't think 

about 

02:13:46 

4 

removing nicotine from recon. 


02:13:54 

5 

Q. 

Could ammonia be used to remove 

02:13:56 

6 

nicotine from recon? 


02:13:58 

7 


MR. MURPHY: I object. Calls 

for 

02:14:08 

a 

speculation. Don't guess, Dr. Lilly. 


02:14:10 

9 

A. 

I'm not going to guess. I'll 

give 

02:14:12 

10 

you my opinion technically. 


02:14:12 

11 

Q. 

Okay. 


02:14:16 

12 

A. 

That you would have to change 

the 

14:20 

13 

process at 

Park 500 considerably to do it. 


02 : 14 : 22 

14 

because you would have to have lots of dif 

fGrant 

02:14:26 

15 

equipment 

and room and so forth to do the 

kind of 

02:14:30 

16 

steam stri 

pping, and then you would have t 

o strip 

02:14:30 

17 

the ammoni 

a. 


02:14: 34 

18 


So my personal opinion would b 

e that 

02:14:36 

19 

it would b 

e very, very, very difficult if 

not 

02:14:38 

20 

impossible 

, in that type of plant. 


02:14:44 

21 

Q. 

Do you know if ammonia is added in 

02:14:48 

22 

the course 

of the RL process? 


02:14:54 

23 

A. 

No, I don't. I don't know. 


02:14:56 

24 

0. 

Do you know if ammonia is added in 

^ 14:58 

25 

the course 

of the BL process? 
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02:15:04 2 

A. I know that diammonium phosphate is 

02:15:08 3 

added to release the pectin. 

02:15:08 4 

Q. Yes. 

02:15:10 5 

A, I guess that's really all I 

02:15:12 6 

specifically know that's added. 

02:15:18 7 

Q. Do you know if it's added for flavor 

02:15:18 8 

reasons as well? 

02:15:18 9 

MR. MURPHY: I object. Asked and 

02:15:18 10 

answered. 

02:15:26 11 

A. Having smoked BL, I would say that 

02:15:30 12 

it's so bad that it's pirobably not -- nothing is 

15:34 13 

added for the flavor. It's pretty bad if smoked 

02:15:36 14 

by itself. 

02:16:10 15 

Q. As a technical matter, could ammonia 

02:16:12 16 

be used in the RL process to remove nicotine? 

02:16:12 17 

MR. MURPHY; I object. This calls 

02:16:16 13 

for speculation, and this witness has testified 

02:16:18 19 

as to the limited knowledge that he has on some 

02:16:20 20 

of these subjects, John. 

02:16:22 21 

This is a complete waste of time. 

02:16:26 22 

You're asking him to offer scientific speculation 

02:16:28 23 

that is the proper subject of expert testimony c 

02:16:30 24 

and is not the appropriate subject of a fact ^ 

'■ 16:34 25 

witness testimony, especially a fact witness 
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whose expertise in academic and training in the 
course of his employment is entirely outside 
these areas. 

Q. I'm going to ask you the question 

again, but first I'm going to ask you this 
question. Were you in charge of the initial ART 
program? 

A. Yes. 

Q. And as the person in charge of the 

ART program, did you become familiar with 
different processes for removing nicotine? 

A. Well, we went for the supercritical 
C02 process first. Back at the ranch, so-called, 
I believe that there were some.of the research 
people who looked at some solvent stuff, again, 
from 30 years ago or 25 years ago, and I believe 
there may have even been some of the ammoniation 
steam stripping stuff done, if I recall, and that 
was k'ind of a secondary thing- to make sure when 
you're asking the board for several hundred 
million dollars you've got your bases covered. 

I think the results ended up being 
the same, that you had the same detriments that 
had occurred in the past. It was really hard to 
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get solvent out. 

And it was really hard if you used 
ammonia in any way, to have something that wasn't 
so ammoniated it was just overbearing in a way. 
And that's why we then devoted, at least the main 
team, almost all of our time to the 
supercritical. 

But I ended up basically, because of 
being essentially at General Foods or Germany, 
basically leading the supercritical part, and at 
least keeping track, if I could, of what might 
have happened if it was positive in the other 
things. 

Q. Dr. Lilly, do you know as a technical 


matter, would it have been possible to remove 
nicotine from RL using ammonia? 


MR, MURPHY: 

I object. 

There's 

still 

no foundation, John -- 




MR. PAYTON:. 

I'm asking 

if he knows. 

MR. MURPHY: 

-- if this 

witness 

has 


knowledge of the RL process sufficient even to 
offer the gross speculation that you seek from 
him. 

MR. PAYTON: It is a do you know 
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question. Do you know. 

MR. MURPHY: I do not want you to 

guess on this question. Dr. Lilly. This is an 
entirely improper question, and he has not laid a 
proper foundation for it. 

THE WITNESS: What do I do? 

Q. Do you know? 

MR. MURPHY: Do not guess. Dr. Lilly. 

Q. If you can use ammonia to remove 

nicotine from RL. 

A. I don't know the answer to it. I 
haven't done any experiments in that regard. 

Q. Do you know if it was possible to use 
ammonia to remove nicotine in the BL process? 

MR. MURPHY: I continue to object. 

Calls for speculation. Lack of foundation. Do 
not guess at this answer, Dr. Lilly. 

A. I'm not guessing. I really don't 
know- without doing experimentation. 

Q. In the same paragraph. Dr. Lilly, 
third paragraph. 

A. Same Geiszler memo? 

Q. Yes. Third sentence. It says, "The 

process that is best known at R&D involves 
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02:20:44 2 treatment of tobacco with a base, especially NH3, 

02:20:46 3 to free the nicotine from the salt, then steam 

02:20:50 4 distillation to remove the nicotine." 

02:20:50 5 Do you see that? 

02:20:52 6 A. I see that, yes. 

02:20:58 7 Q, Did you know that at the time? 

02:21:06 8 A. I had known that over the years, that 

02:21:10 9 we had done some of that work. I knew that there 

02:21:16 10 had been some products on the market in Germany 

02:21:22 11 that had used at least in our opinion ammoniated 

02:21:26 12 filler. I think the R.J. Reynolds company did it 

^ 21:30 13 back in the '70s. 

02:21:36 14 I also knew that that process, at 

02:21:42 15 least as practiced in some of the nondedicated 

02:21:46 16 Stuff that had been done, was not nearly as 

02:21:48 17 efficient as we wanted it to be, where we could 
02:21:54 18 get 95, 96, 97 percent nicotine. 

02:21:56 19 I don't think I ever heard of any 

02:22:00 20 experiments that we had done without a program, 

02:22:04 21 nowt, dedicated program, that were any better than 
02:22:08 22 70, 75 percent removal of nicotine. 

02:22:22 23 Q. The problem with the use of the 

02:22:26 24 ammonia was it was not sufficiently efficient? 
22:26 25 MR. MURPHY: Objection. Asked and 
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answered. Not even once, not even twice. Three 
times he's answered this question, in three 
different forms, John. This is becoming pure 
harassment. 

MR. PAYTON: This is not a question 
I've asked before, David, at all. 

MR. MURPHY; He has explained at 
length his understanding of the ammoniation 
process, and he has explained at length -- 

MR. PAYTON: I know what you want him 

to say. Let's let him answer the questions and 
not you. 


MR. MURPHY; John, your question has 
been asked and answered repeatedly. You insist 
on reposing the exact same question. It is 
simply a reclothing of precisely the question 
that you have been asking him now for the past 
ten minutes. 

I will let him answer the question 

again. 


MR.,PAYTON: Thank you. 

Q. Was the problem with the use of the 
ammonia that it was not sufficiently efficient in 
removing the nicotine? 
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MR. MURPHY: Objection to form. 

A. I think the problem with ammonia is 

that there's such buffering capacity in tobacco 
that it has to be applied once, twice, over a 
long period of time, and the supercritical 
extraction has to be applied over a long period 
of time. 

It could be 150 to 200 circles back 
through the tobacco, that by the time you end up 
with this, you effectively have ammonia and not 
tobacco. I think that was the problem. 

Q. Was there a target percentage of 
nicotine removal that the ART process was seeking 
to achieve? 


MR . 

MURPHY: 

Time frame? 

MR. 

PAYTON: 

19B6 . 


A. We in the project were seeking to 
remove all of it, recognizing that we probably 
wouldn.''t make all of it. We originally had 
trouble getting over 90 percent, and by working 
at it, we got -- I believe we got to a target of 
97 percent or so. 

We did discover while doing that some 
basic knowledge about tobacco, that some of the 
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nicotine is bound up and inextractable, and I 
chink that led to the difference. We set out to 
remove it all. 

Q. The next sentence in this paragraph 
is referring to the use of the NH3. It says, 
"This process was used to make the low nicotine 
fillers to which nicotine citrate was added for 
testing by Frank Gullotta and others." 

Do you see that? 

A. I see that sentence, yes, sir. 

Q. Do you know what it is referring to, 
the low nicotine fillers? 

A. I believe that refers to the only 

knowledge I had about that, and that was that I 
believe they used one of the dryers, you know, 
the cylinders that tumble, and had made some 
tobacco, in fact, you know, back when we were 
working with solvents and apparently right here 
for- Frank, in. which the tobacco, the nicotine was 
taken out by steam stripping. 

I assume that -- and I found that 
out, by the way, before going off and spending 
$300 million, at least I got familiar with what 
had been done. 
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MR. MURPHY: It's now almost 2:30. 
Would this be a convenient time to take a short 
break? 

MR. PAYTON: Sure. 

THE VIDEO OPERATOR: We're going off 
the record. The time on the screen is 2:27:32. 

(A recess was taken.) 

THE VIDEO OPERATOR: We're back on 
the record. The time is 2:40:57. 

Q. Dr. Lilly, in 1989, your resume 
indicates you received your Ph.D, from Virginia 
Polytechnic Institute and State University in 
physics; is that correct? 

A. That's correct. 

Q. Can you tell me how that came about? 

I mean, you weren't going to -- you had a full 

time job at this same time, right? 

A. Yes. When I was at Carnegie Mellon 

in Che ’60s, I received my masters, and I did 
well enough on my qualifying exam to start on my 
Ph.D. And for various reasons, one of which was 
going to be an international transfer, when I 
worked at Gulf I didn't finish that. 

And so when I came to Philip Morris, 
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I came lacking a couple of courses and a 
dissertation. 

I thought about finishing that 
because I really wanted to do some teaching, and 
in 19 -- the summer of '87, I received permission 
from my bosses, got several people around the 
country who knew my ability to write letters, and 
I got accepted at VPI in a program that basically 
accepted my qualifying exams from Carnegie 
Mellon, which happened to be the same ones that 
Tech was giving, and to spend time up there, with 
giving four or five seminars, with helping to be 
somewhat of a mentor to the graduate students, 
and to do a thesis. 

I was to start that in September of 
'87, at which time Premiere was announced and I 
got a nice letter from Mr. Resnik saying, thank 
you for delaying this. And I said, you know, if 
I don't do anything, then I'm going to delay 
something I really wanted to do. 

And so I started with my advisers at 
Tech a theoretical program where I worked on the 
theory of liquids. And I essentially went there 
every weekend, so that in 1988 I took an 
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apartment at VPI, and was allowed, by the way, to 
spend as much time as I could freely do there. 

And somehow, with probably some 
damage to my health, I managed to write what was 
an adequate thesis and defend it, and in - - and 
defended it, I think it was May of '89, and 
received that degree. 

I'm fairly happy I did that now, 
because I would like to teach sometime. But 
that's how that happened. 

Q. What was your thesis on? 

A. My thesis was on Monte Carlo 
simulation of humectant type materials in water, 
hydrogen bonding, so-called. It was not a good 
time. It was a period in which I had like two 
hours sleep, for what seemed like for a year. 

{Lilly Exhibit 21 for 

identification, Philip Morris Research Center 
report dated March 24, 1982, written by F. P. 

Gullotta and C. J. Schultz.) 

Q. Dr. Lilly, before I ask you any 
questions about that document, I want to ask a 
question, I probably shouldn't do this, but I'm 
going to ask you a question about a publication 
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Chat is listed on your resume. 

And the reason I said I probably 
shouldn't do this is I'm probably not going to 
understand it any better after asking. And this 
is publication 36, which is 1989, and it's you, 
Kao, Leister and Kuhn, and the subject is 
comparison of theoretical and experimental 
ionization potentials of nicotine and related 
molecules. 

A. Do you want to know -- 

Q. What's it mean? 

A. What that means is the fallowing. 

Bill Kuhn, who is the first author here, William 
F. Kuhn, Diane Leister is my daughter, Jim Kao is 
a theoretical scientist I've worked with somewhat 
in the past, I think there are some other papers 
I have with him -- here is what led to that. 

Years ago, and I don't know when, I 
think' it was in the '60s, in fact I knew Bill 
Kuhn when I worked at Gulf because he was -- I 
went to a meeting in mass spectrometry, and I 
knew Bill there before I came to the company. 

Bill wrote a masters thesis on the 
ionization potential of nicotine at the 
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University of Richmond for his masters thesis in 
chemistry. And he never published that. And he 
always regretted as he got close to retirement 
that he never published that. And the referees 
kept saying it didn't have enough stuff because 
it was only an experiment. 

And so I decided to take a little bit 
of time and do some quantum mechanical 
calculations on where the electron came -- you 
know, nicotine has got a ring over here and a 
ring over here, where did the electron come from 
when you had a beam of electrons hitting the 
nicotine molecule to ionize it to a positive ion 
inside of a mass spectrometer; did those 
calculations; got a friend of mine to do some 
photoelectron spectroscopy at the University of 
Wisconsin and helped him write a paper that got 
put in the Journal of Molecular Structure. 

Q. This is fairly described as basic 
research? 

A. I would say it's pretty basic, yes. 
And then I forgot about it and he retired, 
hopefully feeling better than he did. That's the 
reason that was done. 


MANHATTAN REPORTING CORP. 



2058453109 



02:49:26 2 


But no applied aspect of this? 


02:49:28 3 


No, in fact I don't know if any of 


02:49:32 4 


the bosses even know that this work was done. It 


02:49:34 5 


was kind of between Bill and I, and I asked my 


02:49:38 6 daughter, who is a quantum mechanics person, and 


02:49:42 7 


Jim to help me do the calculations. Nor do I 


02:49:44 8 


know how it could be used. 


02:49:48 9 


Q. Do you know who Sandra Dunne is? 


02:49:52 10 


Dr. Sandra Dunne. 


02:49:56 11 


The name's familiar 


02:50:04 12 


Q. Worked at Philip Morris. 


( 50:10 13 


Name's familiar. I seem to remember 


02:50:16 14 someone who worked a short time with Dunn. But I 


02:50:20 15 


don't have too much more than that. 


02:50:24 16 


MR. MURPHY: Someone who worked a 


02:50:24 17 


short time with Dunn - - 


02:50:28 18 


THE WITNESS; Dr. Dunn -- 


02:50:30 19 


MR. MURPHY: Dr. William Dunn? 


02:50:30 20 


MR. PAYTON: Yes. 


THE WITNESS: Yes. 


02:50:30 22 


MR, MURPHY; I just want the record 


02:50:32 23 


to be clear. 


02:50:38 24 


You've had put in front of you what's 


r 50:44 25 been marked Lilly Exhibit 21, a Philip Morris 
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02:50:54 2 

Research Center report dated March 24, 1982, 

02:50:58 3 

written by F. P. Gullotta and C. J. Schultz, 

02:51:00 4 

approved by Dr. William Dunn. 

02:51:02 5 

A. Yes, sir. 

02:51:04 6 

Q. The title -- I mean, the date is 

02:51:10 7 

March 24, 1932. The production number, PA 814546 

02:51:24 8 

through PA 814590 or 1000401409 through 1453. 

02:51:26 9 

The title of this report is "The 

02:51:28 10 

effects of cigarette smoking on the electrical 

02:51:30 11 

activity of the human brain. Studies on the 

02:51:34 12 

pattern reversal evoked potential." 

r 51:38 13 

Dr. Lilly, are you familiar with 

02:51:44 14 

pattern reversal evoked potentials, PREPs? 

02:51:43 15 

A. I've heard Gullotta give a talk in 

02:51:50 16 

the lecture hall on that. I'm certainly not an 

02:51:54 17 

expert on interpreting those things, but I've 

02:51:56 18 

heard that term, yea. 

02:51:56 19 

Q. Do you see on the distribution list 

02:52:02 20 

that you also received a copy of this report? 

02:52:04 21 

A. Yes, I do, sir. 

02:52:06 22 

Q. Do you remember this report? 

02:52:10 23 

A. I. don't remember it explicitly. Can 

02:52:14 24 

I thumb through it, or do you want me to -- 

r 52:14 25 

Q. Yes. 
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MR. MURPHY: 


Take your time. 


02:52:18 

3 


(Witness complies.) 


02:53:18 

4 

A. 

It's too long to go through all of 

02:53:20 

5 

it . I got 

a feel for what it is, I 

think, sir. 

02:53:24 

6 

Q. 

Do you want to go to the 

first page? 

02:53:24 

7 

It's just a 

summary. 


02:53:26 

S 


{Witness complies.) 


02:53:28 

9 

A. 

Okay. Yes. 


02:53:54 

10 

Q. 

On the summary page, did 

you read the 

02:53:54 

11 

summary? 



02:53:58 

12 

A. 

I've gust about finished 

it now. 


c 53:58 13 Yes, I finished it. 

02:54:00 14 Q. Having read the summary, does that 

02:54:04 15 refresh your recollection of this report? 

02:54:06 16 A. It refreshes my recollection that 

02:54:14 17 this was some of the activity Frank and Cindy 
02:54:16 18 were doing. The report is pretty detailed. But 

02:54:18 19 I know they were working in this area. 

02:54:22 20 Q. Cindy is Cindy Schultz? 

02:54:26 21 A. Cindy Schultz. I think her married 

02:54:28 22 name is now Hayes, Cindy Hayes. 

02:54:48 23 Q. That they were working in the area of 

02:54:50 24 PREPs and nicotine delivery? 

r 54:54 25 A. Evoked potential, nicotine delivery. 
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I_1 

02:55:00 2 menthol delivery, flavor delivery, light flashes 

02:55:02 3 or what have you. 

02:55:12 4 Q. I think you testified earlier that 

02:55:22 5 Frank Gullotta would use cigarettes that had 

02:55:26 6 the -- had been denicotinized in studies. Is 

02:55:28 7 this one of those studies? 

02:55:28 8 MR. MURPHY: Objection to form. His 

02:55:32 9 testimony speaks for itself. You can answer the 
02:55:32 10 question. 

02:55:36 11 A. He would use denicotinized 

02:55:40 12 cigarettes. I don't know -- I didn't really read 

r 35:46 13 the details of whether they were in here or not. 

02:55:52 14 I see on experimental -- on page 18 that he talks 

02:56:06 15 about a range of delivery of nicotine. I still 

02:56:08 16 don't see what cigarettes he used. 

02:56:10 17 Q. Could you go back to page 10? 

02:56:12 18 A. Maybe 10. I didn't look there. 

02:56:24 19 Q. Do you see on the top of page 10 -- 

02:56:24 20 'A. I'm sorry. I got you. 

02:56:26 21 Q. -- it refers to the tobacco? 

02:56:28 22 A. Okay. Yes, I see that. 

02:56:38 23 Q. Is it your understanding that 

02:56:42 24 cigarettes that were denicotinized in this time 
r 36:46 25 frame, this is 1982, would have been 
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denicotinized by means of the ammonia process? 

A. Well, certainly this was way before 
C02, so I would think that would be the only 
practical thing that was available at that time. 

Q. Dr. Lilly, do you recall if you were 

a subject of this study? 

A. One thing I do remember quite 

clearly, I was never one of Frank's subjects that 
sat in the chair with electrodes on my head. So 
I can clearly answer that as no. 

Q. You would not forget that, right? 

A. I wouldn't forget that, no. 

Q. Dr. Lilly, are you familiar with 

studies seeking to identify nicotine analogues? 

A. I became, you know, at least aware of 

nicotine analogues over the last few years, I 
guess. 

Q. what did you understand to be the 
reason for trying to identify nicotine 
analogues? 

MR. MURPHY: Objection to form. Are 
we talking about specific research at this point, 
John? 

MR. PAYTON: Specific research. 
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1 

02:58:38 2 MR. MURPHY: What -- 

02:58:40 3 Q. Are you aware of specific research 

02:58:42 4 that was attempting to identify nicotine 

02:58:42 5 analogues? 

02:58:46 6 A. What I was aware of is that two 

02:58:48 7 people who came to report to me in my role as 

02:58:54 3 technology assessment person and planning, Ted 

02:59:02 9 Sanders and Jeff Seeman, who are superb organic 

02:59:06 10 synthesis people, worked on putting all kinds of 

02:59:10 11 different nicotine entities together. How that 

02:59;20 12 got started and for what the intended use of, I 

r 39:22 13 have a very unclear picture. 

02:59:28 14 It was clearly something that would 

02:59:30 15 have been very difficult to use. I know that 

02:59:34 16 they have told me that we sent many samples of 

02:59:36 17 those to pharmaceutical companies who were 

02:59:40 18 looking for possible uses. 

02:59:42 19 But I'm not really aware of the 

02:59:46 20 discussions Chat went on and the planning in the 
02:59:46 21 early start of that program, no. 

03:00:14 22 Q. Do you know if Dr. Denoble was 

03:00:16 23 working on the identification of nicotine 

03:00:18 24 analogues? 

r 30:20 25 MR, MURPHY: John, I've given you 
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some latitude here, but you know as well as I do 
that the judge has ruled that nicotine analogues 
are not part of the discovery in this 
litigation'. That issue was before him last 
fall. He ruled on it in January. 

There is a clear, square ruling with 
respect to your own request 19, which I know to 
be your favorite request on this point. If this 
is really going to be an examination on the 
subject of nicotine analogues, I think it's out 
of bounds. I think you're deliberately defying 
the Court's limitations. 

MR. PAYTON: Are you going to let him 
answer that one question? 

MR. MURPHY: I'll let him answer that 

one question on a no-waiver basis if I have your 
agreement that by letting him answer that 
question I'm not agreeing to open up a subject 
for discovery that the judge has excluded. 

MR. PAYTON: Certainly you're not 
agreeing to that. 

A. I don't have personal knowledge that 
Dr. Denoble was working with nicotine analogues. 

Q. Dr. Lilly, are you familiar with how 
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Philip Morris defined a nicotine analogue? 

MR. MURPHY: Objection, John. This 

is really ridiculous. I mean, you know what the 
judge's rulings are, and yet you insist upon 
proceeding in the face of those rulings. What 
conceivable basis do you have for opening up this 
whole line of inquiry? 

MR. PAYTON: Let me ask a different 

question. 

Q. Do you know if nicotine analogues -- 
strike that. 

Dr. Lilly, do you know if the search 
for nicotine analogues had anything to do with 
taste? 


MR, MURPHY: I have the same 

objection to that question, John, What does this 
have to do with any matters that the judge has 
ruled- to be discoverable in this case? 

MR. PAYTON: It relates to nicotine. 

MR. MURPHY: I don't Chink that 

that's been established. I think you have no 
foundation for that speculation. I think that 
the witness has described his general 
understanding of what nicotine analogue research 
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is, and I don't think that you've established a 
foundation for that question, if that's your 
que s tion. 

Q. Do you know if Philip Morris 

considers nicotine to have taste? 

A. If you say Philip Morris, I don't. 

If you say that there are some research results 
that maybe some people might have in Philip 
Morris that would consider it has -- it does have 
taste characteristics. 

Q. I didn't understand the distinction 

you were making. 

A. Well, the distinction is that I think 
it's a subject that's been discussed at Philip 
Morris, and there are a number of people who are 
scientists at Philip Morris who certainly feel it 
has some taste characteristics. I mean, that's 
what I meant. 

Q. Do you know if, when Philip Morris 
was trying to identify nicotine analogues, there 
was any concern about taste? 

A. There I have to answer, I just don't 

know. In fact I've never even seen nicotine 
analogues drawn, so I really don't have a feel 
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for what the structures even are. 

(Lilly Exhibit 22 for 

identification. May 22nd, 1990 memo from F. P. 

Gullotta, C. S. Hayes and B. R. Martin to R. A. 
Carchman.) 

Q. You've been handed what's been marked 

Lilly Exhibit 22, a May 22nd, 1990 memo from F. 

P. Gullotta, C. S. Hayes and B, R. Martin to R. 

A. Carchman. It has production number PA 272424 
through PA 927430 or 2024836571 through 6577, 

The title, "Stereo specific effects of nicotine 
on electrophysiological and subjective 
responses." 

The C. S. Hayes in the "from" line, 
do you see that? I take it that is the Cindy 
Hayes that used to be Cindy Schultz., 

A. Yes, that's correct. 

Q. You'll see not on Che last page, but 

on Che last page of text, that -- 
A. The back? 

Q. Yes. 

A. The next to the last -- 

Q. That you're cc'd on this. It's the 

last page of text. 
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03:07:12 2 

A. Yes, I see that. 

03:07:24 3 

Q. Do you recall this memo? 

03:07:28 4 

A. I don't recall the memo. I recall my 

03:07:38 5 

discussions with Carchman about d- and 1-nicotine 

03:07:48 6 

as to what characteristics would be for a simple 

03:07:52 7 

optical rotation in the molecule. 

03:07:58 8 

Q. Prior to this memo, did you know the 

03:08:02 9 

difference between d- and 1-nicotine? 

03:08:04 10 

A. No, I didn't. In fact, that's 

03:08:08 11 

probably led me to ask him what the optical 

03:08:14 12 

rotations might do in regard with any molecule. 

' 08:18 13 

And he answered me with, I think, he didn't know 

03:08:20 14 

either. And so I understand why I got copied 

03:08:24 15 

with this. 

03:08:26 16 

Q. And when you say "the optical 

03:08:23 17 

rotation," what do you mean? 

03:08:32 18 

A. Well, what I mean is, the d- and 

03:08:36 19 

1-nicotine -- I say "optical rotation." They're 

03:08:40 20 

really the mirror image of each other. And so 

03:08:42 21 

the physics people would say there was a change 

03:08:43 22 

in parity. And I'm not sure exactly why I 

03:08:50 23 

mentioned something to Carchman. 

03:08:52 24 

It may have been I saw something in 

r 08:56 25 

one of the literature papers somewhere that 

' 
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1 

03:09:02 2 talked about the fiscal differences. And I asked 

03:09:04 3 him and he think he went -- 

03:09:06 4 (Witness indicating.) 

03:09:08 5 A. And I don't remember the particular 

03:09:10 6 memo, but I certainly remember talking about what 

03:09:10 7 the effects would be. 

03:09:12 8 Q. When you say "optical rotation," is 

03:09:16 9 that referring to the same thing as a 

03:09:18 10 stereoisomer? 

03:09:22 11 A. Yes, I think so. Yes, Except it's a 

03:09:26 12 particular type, I think, that's more of a mirror 
09:28 13 image, an optical image. 

03:09:32 14 Q. You had a one on one discussion with 

03:09:34 15 Dr. Carchman about this? 

03:09:36 16 A. I think so, as I remember. 

03:09:42 17 Q. And did you understand from that 

03:09:52 18 conversation, that d-nicotine has less of an 
03:09:54 19 impact than 1-nicotine? 

03:09:54 20 MR. MURPHY: I object to the form of 

03:09:56 21 the question. 

03:09:58 22 A. I'll tell you why I asked him the 

03:10:02 23 question. I asked him the question because -- 
03:10:04 24 when is the date on this? 

10:0625 Q. 1990. 
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A, I had heard while being at VPI, and I 
was there a lot, that people in the chemistry- 
department were making a lot of - - which one am I 
talking about here, d or 1? Making d-nicotine 
for someone in the business, the tobacco 
business. And I couldn't think of why. 

And I came and asked Carchman, why 
would they be doing that? Because they would 
both be measured as nicotine, if you put them on 
a gas chromatograph or something. 

And then I had no real feel for what 
the characteristics might be, and I believe I 
talked to him, and I think I did smell maybe 
one -- you know, a vial, and I'm not sure where 
the vial came from. I don't quite remember this 
memo, but I'm sure the reason I got it was part 
of that. 

But I did talk to Carchman about 

that. 


Q. Did Dr. Carchman have an explanation 

for why d-nicotine yields none of the impact 
normally associated with 1-nicotine? 

MR. MURPHY: I object to the form of 
the question. Are you asking him what 
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03:11:36 
03:11:36 
03 : 11:36 
03:11:46 
03:11:50 
03:11:52 
03:11:56 
03:11:58 
03:12:00 
03:15:26 
03 : 1.5 : 28 
15:32 
03:15:34 
03:15:34 
03:15:40 
03 : 15:42 
03:15:44 
03:15:46 
03:15:48 
03:15:50 
03:15:54 
03:15:58 
03:15:58 
^ 16:04 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

I 

23 

24 

25 


Dr. Carchman said to him? 

MR. PAYTON: Yes. 

MR. MURPHY: That'3 a fair question. 

A. He felt it had to be because there 
wasn't a receptor for d-nicotine. 

Q. There's not a human receptor? 

A. Human receptor for d-nicotine. Now, 

whether that is right or wrong I just can't give 
you a learned opinion on. 

Q. Dr. Lilly, I asked you some questions 

the last time about the research and development 
strategic plans, those were five-year plans. 

A. Yes, sir. 

Q. And I believe you said that those 

were begun in the late 1980s, and that you have 
some overall responsibility for the production of 
those plans; is that correct? 

MR. MURPHY: His testimony speaks for 

itself. 

A. They would have started about the 

mid-'80s, and yes, in my role I'm responsible 
for getting it out, but not responsible for 
writing it. 

Q. There's also a document that is 
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referred to as the Philip Morris R&D product 
development operational plans. Are you familiar 
with that? 

A, I'm _familiar with that we do have a 

Strategic plan, which has all kinds of situation 
analysis and this kind of stuff. And then the 
budget is put together on the basis of an 
operational plan, which is really a one-year 
thing. And so yes, I'm familiar with various 
entities having an operational plan, yes. 

Q. Do you play a role in the creation of 
the operational plan? 

A. Cuily those areas that I might be 

directing. For instance when I was in the ART 
program I would have played a role in trying to 
outline what we intended to do in the future, 
that year. 

But no, I don't play a role in the 
new- product run or the process run or that type 
of stuff, no. 

Q. You received these reports? 

A. Yes, I received them. 

(Lilly Exhibit 23 for 

identification, 1992 Philip Morris U.S.A. R&D 
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1 



2 

product development department operational 

03:17:46 

3 

plans.) 

03:17:56 

4 

Q. Dr. Lilly, you've just been handed 

03:18:02 

5 

what's been marked Lilly 23, 1992 Philip Morris 

03:18:04 

6 

U.S.A. R&D product development department 

03:18:10 

7 

operational plans. Production number PA 732002 

03:18:18 

8 

through PA 732072, or 2021323470 through 

03:18:24 

9 

35406789. 

03:18:26 

10 

MR. MURPHY: You might as well make 

03:18:30 

11 

this one the core exhibit at this point. It's 

03:18:34 

12 

been marked at four or five depositions, I 

I' 18:36 

13 

think. 

03:18:40 

14 

Q. This is your copy of this? 

03:18:42 

15 

A. Yes, I see my name on it. 

03:18:52 

16 

Q. Do you know who has responsibility 

03:18:58 

17 

for preparing the operational plans? 

03:19:00 

18 

MR. MURPHY: By "preparing," you mean 

03:19:00 

19 

writing? 

03:19:00 

20 

MR. PAYTON: Writing. 

03:19:04 

2 1 

A. Well, in the time period we were 

03:19:08 

22 

running here, we had like what's called major 

03:19: 16 

23 

programs. It was the people who were leading and 

03:19:22 

24 

in the measure programs that wrote them. You 

r 19:23 

25 

would have found some - - if you had looked into 
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03:19:30 2 

03:19:34 3 

03:19:38 4 

03:19:42 5 

03:19:44 6 

03:19:50 7 

03:19:52 8 

03:19:56 9 

03:20:00 10 
03:20:02 11 
03:20:06 12 
20:08 13 
03:20:10 14 
03:20:12 15 
03:20:18 16 
03:20:20 17 
03:20:20 18 
03:20:20 19 
03:20:22 20 
03:20:24 21 
03:20 :30 22 
03:20:32 23 
03:20:34 24 
r 20:34 25 


soma of the things I did in the nonconventional 
thing, that the group of people that I directed 
would have, along with me, wrote them. 

This one is a little unusual in that 
this is the product development department 
writing this. And so I'm not sure whether this 
is a little bit over and above what we would 
normally do for the budget operational plans, 
that maybe Mr. Myracle and his group decided to 
do something in the product development 
department itself. 

But in general people working on the 
programs and who is leading them ended up writing 
these things. 

Q. And you just referred to Mr. Myracle 
because he was in charge of product development? 

A. That's the reason I referred to him, 

yes . 

MR. MURPHY: In 1992? 

THE WITNESS: In 1992, yes. 

Q. Do you recall if you played a role in 
the writing of this 1992 report? 

MR. MURPHY: Any portion of it? 

MR. PAYTON: Any portion of it. 


MANHATTAN REPORTING CORP. 


2058453126 


339 


L. 

03:20:36 2 
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03:22:12 7 
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03:22:18 9 

03:22:18 10 
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^ 22:34 13 
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03:22:54 18 
03:22:58 19 
03:23:00 20 
03:23:02 21 
03:23:06 22 
03:23:10 23 
03:23:16 24 
^ 23:18 25 


MR. MURPHY: Okay. 

A. I don't recall playing a role in 
this, in writing this. 

(Lilly Exhibit 24 for 

identification, 1993 Philip Morris U.S.A. R&D 
operational plans.) 

Q. You've just been handed what's been 

marked Lilly Exhibit 24. 

A. Yes, sir. 

Q. The 1993 Philip Morris U.S.A. R&D 

operational plans., it has production number PA 
732079 through PA 732224, or 2021385114 through 
5259 . 

This is the 1993 R&D operational 

plans. 

A. Yes, sir. 

Q. Who has responsibility for preparing 

the R&D operational plans? 

A. Again, it's the people who work in 
the various programs that add up to those things 
that make up our budget. 

Q. But the difference between Lilly 

Exhibit 23 and Lilly Exhibit 24 is that 23 is 
just the product development department's 
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operational plans -- 

A. That's correct. 

Q. And 24 is all of R&D's -- 

A. This looks like all of R&D. 

MR. MURPHY: Objection. Asked and 

answered. 


Q. 24 looks like all of R&D? 

A. Yes. 

MR. MURPHY: Objection to form.■ 

A. Yes. 

Q. Who is Mr. Heretick? 

A. Dick Heretick is the director of 

cigarette technology. 

Q. And if you go to the third page of 
Exhibit 24, it says on the top, "1993-1997 R&D 
major programs," do you see that? 

A. Yes, sir. 

Q. And at the bottom it has you in 
charge of other programs, I take it, director of 
other programs. Do you see that? 

A. Yes. I see that. 

Q. Do you know if you played a role in 
preparing any part of this report? 

MR. MURPHY: Objection to form. 
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03:24:32 2 

A. I don't think I played a very big 

03:24:38 3 

role in preparing this report. I think that I 

03:24:44 4 

certainly made sure they all got in, and my 

03:24:48 5 

secretary -- with her help they all got out, and 

03:24:52 6 

we put the budget together. 

03:24:54 7 

And other programs would be things 

03:24:56 8 

that support - - that were supporting other 

03:25:00 9 

functions in the company, and Paul Gauvin 

03:25:08 10 

reported to me at this time. But no, I wouldn't 

03:25:14 11 

be a big player by going around and sitting 

03:25:14 12 

through many of these things. 

'• 25:20 13 

I knew about some of them. And that 

03:25:24 14 

would be particularly things on the process side 

03:25:28 15 

more than others. 

03:25:30 16 

Q. With respect to Exhibit 24, the 1993 

03:25:32 17 

operational plans - - 

03:25:34 18 

A. Okay, this one. Okay. 

03:25:38 19 

Q. Was there a person that had overall 

03:25:40 20 

responsibility for this document? 

03:25:42 21' 

MR. MURPHY: Objection to form. 

03:25:46 22 

A. I think the way we're running the 

03:25:52 23 

business, the overall responsibility for the 

03:25:53 24 

operational plans is largely the so-called senior 

r 26:02 25 

staff that report to Ken, Ken Houghton I'm 
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speaking of, who in general will have the -- most 
of the people and the programs where the budget 
is put together. 

And in fact the people, the three 
people that have the most people working on 
things are Jimmy Myracle, Kathy Ellis and Harold 
Burnley. Then there are more staff oriented 
people, like myself who is a research fellow and 
director of the technology -- assessment of 
technology, and there are some people that report 
to each of the Ellises, Burnieys and Myracles. 

But the responsibility would lie in 
Ken's really senior reports to make sure that the 
company's needs were being taken care of and the 
budget was right, and the programs represented 
what we should be doing. 

THE VIDEO OPERATOR; We're going off 
the record. This ends videotape number 2. The 
time on the screen is 3:27:10. 

(A recess was taken.) 

THE.VIDEO OPERATOR: This is 
videotape number 3. Today is August 8th, 1995. 
This is the continuation of the deposition of 
Dr. Lilly. The time on the screen is 3:38:35. 
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You're on the record. 


Q. Dr. Lilly, do you have a 

confidentiality agreement with Philip Morris? 



A. 

Yes, I 

do. 


Q. 

Do you 

know when you executed it? 


A. 

I know 

I executed one when I came 

work, 

and I 

know I 

executed another-one, my 

memory 

says 

in the 

' 80s . 


Q. And do you know obligations they 
place on you? 

A. I've signed all my patents over, to. 
the company. I think there's a noncompete thing 
in there about 18 months. And there's something 
in there about the company's knowledge is 
confidential. 

MR. MURPHY: The company's 

knowledge? 

. THE WITNESS: Well, things that I 
learned about the company's business as being an 
employee is confidential. 

MR. MURPHY: I see. 

THE WITNESS: I'm not sure I read all 

the fine print in it. 

Q. Do you have a copy of your 
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confidentiality agreement? 

A. I don't think I do. 

Q. Since the first day of your 

deposition, and I've simply forgotten when that 
was, but since then -- 

A. Yes, sir. 

Q. have you reviewed the testimony 

you gave on the first day? 

A. No, I haven't seen it. 

Q. Have you talked to anybody apart from 
counsel about your testimony? 

A. No, sir. 

Q. Have you talked to anybody apart from 
counsel about your testimony today? 

A. No, sir. I mean, other than my 

secretary knowing where I am, and my wife knowing 
where I am. 

MR. MURPHY: And Other than counsel, 
as Mr. Payton said. 

Apropos the confidentiality 
agreement. I'll just state for the record, as I 
have on prior occasions, John, that Dr. Lilly is 
aware of the terms and conditions of the 
protective order in this litigation, and is aware 
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that he has been free to, under his 
confidentiality agreement with Philip Morris, 
testify fully and completely with respect to all 
of the questions that you have posed to him. 

Q. Dr. Lilly, did you play any role in 
connection with the inquiries that Day One made 
of Philip Morris in connection with the story 
that is the subject of this lawsuit? 

MR. MURPHY; Objection. 

Q. Do you understand my question? 

MR. MURPHY: I object to the form of 

the question. 

A. Not completely. 

Q. In February of 1994 -- 

A. Yes, sir. 

Q. A year and a half ago, did you play 

any role in responding to questions that Day One 
had posed to Philip Morris? 

MR. MURPHY: I object to the form of 
the question. You can answer. 

A. I -- no. I don't remember playing 

any role there. 

Q. In March of 1994, there was a visit 
by personnel from the FDA to Richmond facilities 
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03:42:18 2 of Philip Morris. Are you aware of that? 

03:42:20 3 A. I'm aware of that, yes, sir. 

03:42:22 4 Q. Did you play a role in connection 

03:42:24 5 with that visit by the FDA? 

03:42:28 6 A. I didn't play a direct role in that. 

03:42:32 7 I answered some technical questions when asked, 

03:42:36 8 but only -- but I had no active role in that 

03:42:36 9 visit. 

03:42:38 10 Q. Who asked you the technical 

03:42:38 11 questions? 

03:42:42 12 A. I think I waa asked some questions by 

' 12:46 13 Burnley. 

03:42:48 14 Q. Do you remember what he asked you? 

03:42:50 15 A. I think they were largely about flow 

03:42:54 16 and filtration in cigarettes. 

03:43:00 17 Q. Did you prepare something for him? 

03:43:04 18 A. No. I didn't prepare anything. I 

03:43:06 19 got asked some verbal questions which I tried to 

03:43:10 20 answer, I may have written something on the 

03:43:14 21' board. But I played no active role other than, 
03:43:16 22 you know, being there as someone who had done 
03:43:18 23 some work in the area. 

03:43:28 24 MR. MURPHY; Just to be clear, John, 

'■ 13:3 0 25 when you say "prepare something," I take it that 
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you meant prepared some sort of document or 
writing; is that correct? 

MR. PAYTON: Yes. 

A. No, I prepared or wrote no document. 

Q. Did you supply anything to 

Mr. Burnley? 

A. No. 

Q. In the last couple of years, inexact 

time frame, but in the last couple of years, were 
you present at meetings of senior Philip Morris 
executives where the subject of products produced 
by pharmaceutical companies that could compete 
with cigarettes was discussed? 

MR. MURPHY: I. object to the question 

to the extent it calls for testimony with respect 
to any conversations or meetings that took place 
after March 24, 1994. If Dr. Lilly has a 

recollection of any conversations or meetings 
prior to that date. I'll permit him to discuss or 
testify as to those. 

MR..PAYTON: That's fine. Prior to 

March 24, 1994. This is what I intended, so 

that's helpful. 

Q. Prior to March 24, 1994 -- 
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A. 1994? 

Q. Right -- do you recall being present 

at meetings attended by senior executives of 
Philip Morris where the subject was, among other 
things, products produced by pharmaceutical 
companies that could compete with cigarettes? 

MR. MURPHY; I object to the form of 
the question. If you understand it, you can 
answer. 

A. I think I do. I recall on reviewing 

nonconventional cigarettes that there were 
patents put up that were from a wide array of 
people, including pharmaceutical people, on the 
board, yes. 

Q. Were you present at a presentation 
made by Dr. Carchman on that subject? 

MR. MURPHY: I object to the form of 
the question. Specifically, what subject, John? 

MR. PAYTON: The subject of, products 
made by pharmaceutical companies that could 
compete with cigarettes. 

MR. MURPHY: I object to the form of 

the question. I think it's vague and ambiguous 
as stated. If you understand the question, you 
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can answer. 

A. I think I do. I heard Dr. Carchman 

at a meeting, don't ask me the date, I think it 
was in Ryebrook, New York’, where he reviewed 
literature on how some of these pharmaceutical 
products worked, for instance, products, a patch, 
how it worked. Yes, I heard that. 

Q. Did he review Nicorette chewing gum? 

A. I don't chink he reviewed Nicorette 

chewing gum. I think that he largely reviewed 
patches and the diffusion mechanisms and so 
forth. I don't remember reviewing the chewing 
gum. 

Q. Did he review any aerosols? 

A. He gave -- and I believe this was 
actually out of published literature -- some 
results on a nasal spray, if I recall, yes. That 
was part of his review. 

Q. What is Ryebrook? 

A. I'm sorry about that. 

MR. MURPHY: It's a place in New York 

State. 


03:47:16 24 
r 47:18 25 


A. Ryebrook is the home of Philip 

Morris, part of legal, part of General Foods and 
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L " 

03:47:20 2 Kraft, part of PM International. It's a building 

03:47:30 3 that used to be the General Foods headquarters. 

03:47:32 4 Q. And you say you remember attending a 

03:47:32 5 meeting at Ryebrook. 

03:47:32 S A. Yes. 

03:47:34 7 Q. Do you recall what the nature of that 

03:47:34 8 meeting was? 

03:47:38 9 A. Yes. That was part of a meeting with 

03:47:40 10 a group that was put together to review where we 
03:47:42 11 were going and make recommendations on 
03:47:44 12 noneonventional cigarettes. 

^ 47:46 13 Q. Was this an operations group 

03:47:46 14 meeting? 

03:47:48 15 MR. MURPHY: I Object to the form of 

03:47:48 16 the question. 

03:47:50 17 Q. Do you know what the operations group 

03:47:50 18 is? 

03:47:52 19 A. Operations group, I assume you mean 

03:47:58 20 manufacturing and art. This was a meeting of 

03:48:04 21 largely PM U.S.A. folks, that was kind of a 

03:48:08 22 brainstorming group to decide and discuss where 

03:48:12 23 we should go in the future with products that 

03:48:14 24 might not be quite so conventional as we make 

r 48:16 25 today. 
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Q. Was William Campbell present? 

03:48:20 

3 

A. No, I've never been in one with 

o 

<N 

CO 

o 

4 

Bill. No. 

03:48:22 

5 

Q. Do you remember anyone who was 

03:48:26 

6 

there? Let me go back. How- large was the 

03:48:26 

7 

meeting? 

03:48:36 

8 

A, Eight or nine people. I was there. 

03:48:38 

9 

Carch was there. 

03:48:40 

10 

MR. MURPHY: By Carch you mean 

03:48:42 

11 

Dr. Carchman? 

03:48:44 

12 

A. Yes, pardon the lingo. I'm sorry. 

' 48:48 

13 

Dr. Carchman was there. John Tindall had given a 

03:48:56 

14 

review of the hi.story of cigarettes, you know, 

03:49:04 

15 

back to 1913. Steve Parrish was there. Barbara 

03:49:12 

16 

Reuter was there. Carolyn Levy was there. Bob 

03:49:20 

17 

Mikulay was there. Jack Nelson was there. 

03:49:28 

18 

I don't remember whether Jimmy 

03:49:34 

19 

Myracle was there or not, but he would have been 

03:49:36 

20 

a member of that kind of -- call it task force, 

03:49:38 

2 I 

call it committee. 

03:49:42 

22 

Q. Who is Jack Tindall? 

03:49:50 

23 

A. John Tindall? John Tindall was, 

03:49:54 

24 

until he retired midway through '93, was like the 

r 50:00 

25 

statistician at the laboratory who had been 
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involved in lota of I guess interpretation of 
product mail-out test. 

Q. Did he have a title? 

A. Yes. John was an associate principal 

scientist in product development. 

Q. Who is Barbara Reuter? 

A. Barbara Reuter used to be the 

director of administration or commercial 
development when Dr. -- when Mr. Serrano was the 
vice president of operations. When he left the 
company -- I'm not exactly sure what her title 
was. She reported in that interim to Bill 
Campbell, He's presently, I believe, in the 
sales department. 

Q. And in this time frame, mid-1990s, 

who was Carolyn Levy? What was her .position? 

A. Carolyn Levy was director of planning 

and had been director of market research, I 
believe, before then. But when you're talking 
about '92, '93, I think she was director of 

planning. 

Q. And Bob Mikulay? 

A, Mikulay. I think it's 

M-i-k-u-1 - a-y. Bob was a vice president in 
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marketing for discount brands. 

Q. And Jack Nelson? 

A. Jack -- Jack was vice president of 

planning, and then Jack became the vice president 
of IS . 


Q. Information services? 

A. Information services, yes. 

Q. Do you know what he was at the time 

of this meeting? 

A. This is - - 1 think that he was vice 

president of planning at that time. 

Q. And Jim Myracle? 

A. Jim is presently the vice president 

of product development. I am not sure he was a 
vice president at that time. He would have been 
director of product development. 

Q. And was Steve Darrah also there? 

A. ■ No, sir. 


Q. And did someone assist Dr. Carchman 
in his presentation? 

A. I remember Dr. Carchman was by 

himself. That's my memory of it, anyway. I 
don't remember anyone assisting him. 

Q. Was Mr. Saunders there? 
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A. Do you mean Ted -- 

Q , Sanders. 

A. Ted was in Europe as part of -- Dinny 
Divitre was there. Excuse me for leaving that 
out, because that was his home base, Ryebrook. 

Q. Who is that? Who is Dinny Divitre? 

A, Divitre was, at that time, I believe, 

vice president of administration for 
International. Dennis presently runs the 
business in Japan. 

And I'_m not sure whether Tim Linden 
was at that meeting or not. Tim Linden is 
presently the attorney for Hong Kong. I think he 
was at the meeting also. But that's, again, a 
"think," not for sure. 

Q. How long did the meeting last? 

A. I think we flew up - - I think it 
lasted from sometime around mid-morning to 
sometime around mid-afternoon, with a break for 
lunch. 

Q. And what's your best estimate as to 
when this meeting would have taken place? 

MR. MURPHY: Objection to form. You 

can answer. 
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Q. Can you do it by year? 

MR. MURPHY: Same objection. You can 

answer. 

THE WITNESS: I'm trying to -- 

MR. MURPHY: That's fine. 

A. I think it occurred in mid-'92. But 

again -- I'll say -- I'll say sometime in 
mid-1992. 
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Q. And was Dr. Carchman the only 
presenter? 

A. No. In these meetings, John Tindall 
also presented - - and I remember this because it 
was long - - 

MR. MURPHY: Dr. Lilly, if Mr. Linden 
made any presentation in connection with giving 
legal advice to this group or in his capacity as 
an attorney at this meeting, I do not want you to 
go into the substance of any of that 
communication with this group. 

If he did make a presentation -- 
THE WITNESS: John Tindall? 

MR. MURPHY: I'm sorry. I misheard 

you. It's my mistake. I thought you said Tim 
Linden. 
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A. No, John Tindall -- he gave a kind of 
a historical presentation of how the tobacco 
business moved from chewing tobacco to 
cigarettes, and to filters, and the timing of all 
this. That was what he did, I'm sorry. 

MR. MURPHY: I misheard you. 

Q. Did Barbara Reuter make a 
presentation? 

A, I don't remember Barbara making a 
presentation, no. 

Q. Was there any outcome to this 
meeting ? 

MR. MURPHY: I object to the form of 

the question. Vague and ambiguous. If you 
understand it, you can answer. 

A. I understand -- I mean, this group 

had several meetings. That was one of them. And 
sometimes they occurred in Richmond, and 
sometimes they occurred in New York. I believe 
that was the only one that occurred in Ryebrook. 

And basically the most interesting 
thing that was done at these meetings was to hear 
the status of some of our technical developments 
in this nonconventional area. 
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03:58:02 2 There was a lot of discussion and 

03:58:04 3 brainstorming of, if the technology was 

03:58:06 4 successful, what we would do with it, or whether 

03:58:10 5 we should do -- was it going to be successful 

03:58:14 6 enough to do anything with it. 

03:58:16 7 It was -- they were basically to 

03:58:18 8 understand the present situation in the business 

03:58:22 9 and try to look, you know, to the year 2000 and 

03:58:24 10 see what it might be. 

03:58:28 11 That was that type of a group, that 

03:58:30 12 was basically put together with wide disciplines 

58:38 13 SO as to come out with at least a wide discipline 

03:58:42 14 feel of where we should recommend we go with some 

03:58:42 15 of these developments. 

03:58:44 16 Q. Did the group have a name? 

03:58:48 17 A. Well, the group didn’t have a name 

03:58:54 18 originally, as I recall. Someone, and I don't 

03:58:56 19 know who in the group -- we called it the Project 

03:59:02 20 Table group at the end of it, I don't know who 

03:59:02 21 made that name. 

03:59:02 22 Q. Project Table? 

03:59:08 23 A. Table, t-a-b-l-e, like this. I don't 

03:59:14 24 think it has any significance. 

■■ 58:14 25 MR. MURPHY: As in sit around one? 
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THE WITNESS: Well, maybe. I didn't 
name it. But that's at least what the group was 
called. 

Q. Did Mr. Parrish make a presentation? 

A. I don't remember Steve Parrish making 

a presentation, no, sir. 

Q. Was there a person who convened this 

group? 
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MR. MURPHY: I object to the form of 

the question. 

Q. Do you know what I mean? 

A. Steve Parrish was the chairman of the 

group. 

Q. Do you know what Philip Morris 2000 

is? 

A. I haven't heard that term. I've 
heard Vision-2000. 

Q. What is Vision 2000? 

A. Which is a program that we -have in 
operations, to basically look at what our 
cigarettes, and in particular Marlboro, should be 
in the year 2000. It's kind of replaced a 
program we had called Project '98, that was to 
look at what our cigarettes would be in 1998. 
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04:01:12 2 Philip Morris 2000, no, I hadn't 

04:01:14 3 heard that term. 

4 (Lilly Exhibit 25 for 

5 identification, Draft 11/8.) 

04:01:46 6 Q. Dr. Lilly, you've just been handed a 

04:01:54 7 document that has no title, and has a top that 

04:02:00 8 says, "Draft 11/8." And it's a seven-page 

04:02:08 9 document, production number PA 730580 through PA 

04:02:18 10 730586, Or 2021118565 through 2021118571. 

04:02:30 11 Have you ever seen this document 

04:02:34 12 before? 

02:38 13 A. I don't know if I've seen this. I 

04:02:42 14 certainly recognize what it may be part of, which 
04:02:46 15 is what we've been talking about with this 
04:02:48 16 Project Table or Task Force Table or so forth. 
04:02:50 17 Q. And what is it part of? 

04:03:00 18 A. I mean, this looks like it's a draft 

04:03:04 19 of getting ready to give a talk as part of this 

04:03:12 20 group's recommendations. 11/8, I mean, if that's 

04:03:16 21 really true, that would be '92, because I 

04:03:18 22 remember that we ended that group up in early '93 
04:03:24 23 with some recommendations. 

04:03:28 24 So I'm assuming this is -- this seems 

I" 03:3 2 2 5 a little bit early, though, I don't remember us 
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giving any presentations before early '93. But 
be that as it may, it seems to be a part of that 
type of thing, 

Q. Does it appear to be a version of the 
remarks that Mr. Tindall made? 

MR. MURPHY; I object to the form of 
the question. Lack of foundation. 

A. Will you give me just a few seconds 
to look over it? 

Q . Sure. 

A, Mr. Tindall, by the way, was not a 

member of the group. He was called in to give 
that talk. 

This seems to be - - some of what John 
Tindall talked about is in here. It seems to be 
a -- incorporating some of what John said, among 
other things. 

Okay. I looked it over. Looks like 
it also has some of what Dr. Carchman talked 
about in here. 

Q. I can tell you that from the log I 

have of July 28, 1995, this document appears to 

have come from Mr. Mikulay's files. 

A. Bob was a member of the group. I 
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don't know whether Bob wrote this, because the 
group worked together to get the presentation 
ready. But there are some aspects of what I know 
we heard from Carchman and some aspects from 
Tindall, and some aspects from looking at patents 
all around. 

Q, Did you remember any materials being 
handed out at these meetings? 

A. No, I don't remember anything being 

handed out other than maybe some patents were 
handed out to read. Carchman may have circulated 
some papers out of the literature. 

Tindall's saying was almost all on 
overheads he had accumulated over the years. 

It's a talk he had given the whole R&D department 
at one time, I remember. 

I had given in those meetings, now, 
some technical updates on how some early 
development in R&D was going on these materials. 

I don't remember a lot of things being handed 
out, no. 

Q. Do you remember how many different 
such meetings you attended? 

A. I think they largely occurred in 
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04:07:38 

2 

'92. Some of them lasted a couple of days, so 

04:07:44 

3 

maybe we would go for weeks and not have one. 

04:07:52 

4 

I'll hazard an estimate that maybe six to eight 

04:07:58 

5 

meetings. 

04:08:26 

6 

Q. Do you remember the term "nicotine 

04:08:28 

7 

delivery system" being used in these meetings? 

04:08:32 

8 

MR. MURPHY: Objection to form. 

04:08:38 

9 

A. I certainly remember it in things 

04:08:40 

10 

that'we talked about, you know, the Carchman 

04:08:50 

11 

talks, the sprays and so forth. I don't remember 

04:08:52 

12 

it being used, you know, concerning normal 

r 08:56 

13 

cigarettes. 

04:08:58 

14 

I think in some patent discussions 

04:09:04 

15 

about people patenting things, like Procter & 

04:09:06 

16 

Gamble, who actually I believe said in their 

04:09:08 

17 

patent it was going to be a nicotine delivery 

04:09:12 

18 

device, and maybe the Siemens Company, who had an 

04:09:18 

19 

ultrasonic thing where they could evaporate 

04:09 : 22 

20 

things, maybe there. 

04:09:30 

21 

I don't remember whether it was 

04:09:32 

22 

mentioned in our nonconventional materials, but I 

04:09:34 

23 

know that we were very careful in our group to 

04:09:42 

24 

say we had a cigarette. And it was a cigarette 

" -09:46 

25 

and .a lighter. 
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04:03:48 2 But certainly it was -- we heard it 

04:03:52 3 as part of the overall thing, because some of 

04:09:56 4 them were pharmaceutical devices and some of them 

04:09:58 5 were patents where people would actually in the 

04:09:58 6 title or something put it in. 

04:10:02 7 Q. When you said "in our group" -- 

04:10:04 8 A. Well, what I'm talking about here is 

04:10:10 9 the R&D group who was really the only group who 

04:10:18 10 was working, if I can use that term, to do RStD on 

04:10:20 11 technology with these things. The other group 

04:10:26 12 was to give a wider view from people in other 

' 10:28 13 disciplines about whether the company -- this was 

04:10:30 14 an area the company could make a dollar with 

04:10:30 15 sometime. 

04:10:34 16 And that was the reason it was put 

04:10:36 17 together, is my understanding. 

04:10:42 18 Q. The exhibit you were just looking at, 

04:10:48 19 which I said came from Mr. Mikulay's files -- 
04:10:54 20 A. Mikulay. 

04:10:54 21 Q. Have you looked through it? 

04:10:58 22 A. I pretty well scanned it to see kind 

04:11:00 23 of what each of the numbered things talked about, 
04:11:00 24 yes. 

'' 11:02 25 Q. Is it a fair representation of what 
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you recall happening at these meetings? 

MR. MURPHY: I object to the form of 

the question. 

A. I think this is a representation of 

one part of a meeting. I mean, for instance, any 
technical thing, where we talked about developing 
materials to cover some range or how we were 
going to get this done or who could we get 
together with that was an electronic company, I 
mean, that was another thing that everyone waited 
on me to do, or me and Jimmy Myracle to do. 

Bob Mikulay that you talked about was 
blue skying how unique products could be 
marketed. And I'm talking about your unique 
cigarette products that might be called in the 
conconventional mode. But this is certainly -- 
this was part of it. 

But it's certainly by only part, 
because we did talk about those other areas, 
because they were very much important. This is 
kind of to make sure everyone knows what the 
history is and what's going on. 

Q. What does "blue skying" mean? 

A. That we're talking about something 
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that we have a vision could happen in the future, 
and whether we need to put resources and money to 
make it happen, and whether we'll get a return. 
That's what I call blue skying. 

(Lilly Exhibit 26 for 

identification, Table.) 

Q. Dr, Lilly, you've been handed what's 

been marked Lilly Exhibit 26, a document that 
says'on the front, "Table." It says, 

"Competitive analysis, first draft, 
organization, first draft, production to 
follow." It says "B, Reuter" at the bottom. 

A. Yes, sir. 

Q. It has production number PA 730437 

through PA 730446, or 2020154466 through 4475. 

Have you seen this document before? 

A. I've seen this document before. If I 

recall, Barbara gave it to me to make a comment 
on. ' 

Q. And when did she give you this 
document and ask for your comment? 

A. I remember we were shooting to round 

up, you know, end this task force's charge early 
in '93. And I know the first time we tried to 
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04:15:56 
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give the talk was the time that we had terrible 
weather in New York, and they kind of evacuated 
the city with rain and so forth. We didn't get 
to give it that day. I don't know what date that 
was. I have in my mind maybe in January. 

And we did give a report. I think 
that Barbara here was writing down what -- I 
mean, she was giving the competitive analysis 
part. And I think she was giving some part of 
what organization might be if we decided to go 
forward with this. 

I'm not sure whether she had time at 
the meeting to give those things. We certainly 
covered the technical development and where it 
was. We certainly covered what we would need to 
make it a reality. We covered, did we have any 
business in this, was it a product that we could 
really get a return on. 

And we were supposed to cover what 
the competition might be doing. There were lots 
of patents coming from almost everyone in the 
industry at that time. She covered the nicotine 
patch business. I notice hers, which was I think 
a big growth area, at least in '92. 
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And the recommendation was made to 
continue it, continue the development, but that 
we ought to have, rather than an ad hoc group who 
was not really a business planning team, we ought 
to have some permanent people involved if we were 
going to be serious about it. 

That's what I remember. That was 
made early in '93. I believe that was 
essentially the last so-called meeting of this 
group, because I remember Steve going around and 
saying thanks to everyone and shaking their 
hands. 

Q. Was this draft prepared on behalf of 
the whole group? 

MR. MURPHY: I object to the form of 

the question. Lack of foundation. 

Q. Do you know? 

A. I don't know exactly. It looks to me 
like, and I'll give you what I think only, that 
yes, we got together and talked about what we 
were going to give in these things. I mean, this 
looks to me like the area that Barbara was going 
to talk about to me, okay? 

But I remember we did everything in 
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overheads. I remember looking at this and 
advising Barbara it was very much like marketing, 
we ought to do more with the product we were 
talking about here. 

But this looks to me like what 
Barbara was going to talk about. 

Q. Do you know if she distributed it to 
others? 

A. I don't know the answer to that. I 

wish I had a date on here. I don't see a date. 
But I gave you my best feeling that we did it 
early in '93. 

Q. The word "Table" on the front, that 
would be referring to the name of this group, the 
Table group? 

MR. MURPHY: 1 object tO the form of 

the question. You can answer. 

A. I think so. I think rather than use 

things that might confuse this group with the 
actual group who was doing R&D, they called it 
Table. And I'm not sure where the name came. 

Q- Do you know if the production ever 

did follow? 

MR. MURPHY: I object to the form of 
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the question. 

A. Of this? 

Q. Yes. 

MR. MURPHY: John, it's a kind of 
cryptic question. 

MR. PAYTON; Yes, it is a cryptic 

question. 

Q. On the first page at the bottom it 
says, "Production to follow." Do you see that? 

A. Yes. What I took this as is that 

there was going to be some talk about how we 
would produce this cigarette product. And I 
believe that at the time that this was done, we 
were like nowhere in knowing how to do it. 

And I'm not sure what she means, "to 
follow," because I didn't do the -- I would 
normally have done the technical stuff, and 
obviously that we know more now than we did a 
couple of years ago. But that's how I took it, 
it was actual production equipment about how you 
would do this. 

Q, Do you know if Ms. Reuter made this 
presentation to the Table group? 

MR, MURPHY; Objection. Asked and 
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answered. He's already testified to that, John. 
Are you asking the question again? 

MR. PAYTON: I don't remember. 

MR. MURPHY; Well, you can answer 
again, Dr. Lilly. 

Q. Did Ms. Reuter make this 
presentation? 

A. I'm trying to think about when we 

actually did the talks, as to whether we had- 
enough time to actually have her get up and say 
what she wanted to say. I seem to remember a 
patent review. I certainly gave some technical 
stuff, I certainly remember that. I remember 
Mr. Mikulay talking about how you market unique 
things. 

I remember Steve talking about a 
general -- you know, here are attributes that we 
think would be things that would make this a 
sellable product. And what I don't remember is 
whether Barbara was able to get through like 
organization. I don't remember that we had time 
to talk about that, and how much of this that she 
gave. 

But she gave part of this, anyway. 
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Q, Do you remember her discussing the 
primary reason that people smoke is to deliver 
nicotine into their bodies? 

MR. MURPHY: Objection. Lack of 
foundation. You've already asked this question. 
He's already given you his best recollection. 

What question are you posing? 

Q. You said she went into some of the 
competitive analysis. That's part of the 
competitive analysis. 

MR. MURPHY: I still object to the 

question. If you understand the question, you 
can answer again. 

A. I think she reviewed people that were 

in the business, and what the tobacco competitors 
were doing. I think she had a concern, as did, I 
think, anyone who was doing a situation analysis 
in '92, at the rapid growth of nicotine patches, 
because chat essentially was a product that could 
take smokers away. 

I don't recall her going into a lot 
of detail that I read in the writing here. But 
then I'm '• a lot of those things, before 
management, I get hung up on what I'm going to 
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say and don't listen so well, so I'll say what I 
remember from what Barbara said. 

Q. You're on the second page? 

A. No, I was just -- I was nowhere. I 
was just - - 

Q. Can you open to the second page. 

A. Yes, sir. 

Q. Do you see the handwriting on the 

right margin? 

A. Yes, I do. 

Q. Do you recognize it? 

A. I was looking at it actually to see 

if it was mine. I don't recognize it as being 
mine. It's too precise. So I must say I don't 
know whose writing that is. 

Q. You say you gave her comments on 

this . 

A. If I remember, I called her and 

pointed out that we should be really making upper 
management aware of what we intended to get out 
of our cigarette rather than what looks like, you 
know, all over the map about, you know, 
pharmaceuticals and everything. That was a phone 
call . 


MANHATTAN REPORTING CORP. 


2058453160 





373 


04:23:14 
04:23:20 
04:23:20 
04:23:38 
04:23:38 
04:23:40 
04:23:44 
04:23:50 
04:23:56 
04:24:00 
04:24:06 
24:08 
04 : 24:12 
04:24:16 
04:24:18 
04:24:22 
04:24:24 
04:24:26 
04:24:26 
04:24:38 
04:24:42 
04:24:44 
04:24:48 
r 24:52 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
19 
2 0 
21 
22 
2 3 

24 

25 


This then went in my desk, and the 
last time I saw it was whenever that was, when 
you showed it to me. 

Q. Was there a final written product 
from this group? 

A. That's a very good question. I never 
saw a final written product from the group. 

There were certainly recommendations that were 
accepted, and that cigarette development has gone 
on, and I quote "cigarette” because it is a 
cigarette development, with lots of tobacco in 
it . 

But, you know, I never -- I never saw 
a writeup, you know, after we gave 
recommendations. And then the group got 
disbanded, and there was a permanent group later 
appointed then, a permanent management group. 

Q. Who was on the permanent management 

group? 

A. The leader of that is Jack Nelson. 

He is essentially the leader of it. I remain on 
the business team, but it's more of an official 
business team now. But he's basically the only 
member of the group that I would say has a full 
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time -- he was on the original group -- he has a 
full time job. 

Q. And does this group continue to have 
responsibility for products marketed by 
pharmaceutical companies that compete with 
cigarettes? 
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MR. MURPHY: I object to the form of 
the question. I'm not sure first of all what you 
mean by "this group" anymore, because he's 
already testified as to the conclusion of the 
work of the group that you have been examining 
him about. And secondly, I think you've 
misstated his prior testimony. 

MR. PAYTON: He testified that there 
was a permanent management group appointed, 
headed by Jack Nelson. 

Q. Is that correct? 

A. Yes, that what we're talking about. 

MR. MURPHY: AS opposed to the 
Project Table group? 

MR. PAYTON: Yes, the permanent 
management group headed by Jack Nelson. 

A. That group is only dedicated to one 
thing; getting the so-called Beta cigarette on 
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exhibit 
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{Witness complies.) 
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Is this the one with like a table? 


04:26:12 7 


04:26:24 10 


Yes. It'S competitive analysis, and 


04:26:20 8 there's a chart that actually spans' two pages. 

04:26:22 9 If you go to the next page, the chart continues. 


Oh, okay. Yes, I have that 
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Do you recall seeing this chart in 
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overheads ? 


26:38 13 


I don't know. I certainly didn't see 


04:26:46 14 it in the overheads the way it's written here. 


04:26:50 15 


Can I turn to 


over a second here? 


04:26:50 16 


Sure . 


04:26:58 17 


A. I guess I have a vague memory of 


04:27:08 18 seeing some of this in overheads, you know, like 
04:27:08 19 some -- you know, who makes patches, what 
04:27:10 20 companies, type of thing. But more so I remember 
04:27:14 21 part of this being what tobacco companies in the 
04:27:20 22 world have patents on like nonconventional 


04:27:20 23 things. 
04:27:24 24 


So I don't remember seeing this one, 


r 27:38 25 you know, carried over per se, no. In fact I 
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don't even see the patent stuff in here. Okay. 

Q. On page 2, it's the first page of the 
charts, at the bottom there is an entry for 
cigarettes, do you see that? It says, "Nicotine 
delivery device," and it says, "Cigarettes." 

A. Mm-hmm. 

Q. And it says, "Major producers," and 

it lists seven tobacco companies. 

A. Yes, I see that. 

Q. And then it has "Motivation," and it 
says "Nicotine and smoking pleasure." Do you 
remember any discussion of the motivation behind 
cigarette companies being nicotine and smoking 
pleasure at any meetings of this Table group? 

MR. MURPHY; I object to the form of 
the question. 

A. I don'..t remember a lot. I mean, 

Carolyn Levy was a member of the group. I think, 
you know, you're going to find that group being 
split. You've got technical people over here who 
could care less about less developed technology. 

You have people from psychology who 
are going to say other things, that you've shown 
me documents. You've got Barbara who is not a 
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04:29:12 2 

04:29:16 3 

04:29:20 4 

04:29:24 5 

04:29:28 6 

04:29:30 7 

04:29:32 8 

04:29:34 9 

04:29:40 10 
04:29:44 11 
04:29:46 12 
29:54 13 
04:29:54 14 

04:29:56 15 
04:29:58 16 
04:30:02 17 
04:30:08 18 
04:30:10 19 
04 : 31:06 20 
04:31:06 21 
04:31:08 22 
04:31:10 23 
04:31:12 24 
31:22 25 


scientist, who I think wanted to be part of a 
management group if we had a new thing. 

You've got Jack Nelson, who 
eventually got appointed. You've got Steve and 
Mikulay who were marketing and legal and 
corporate affairs. 

I think the thing that brought the 
group together was everyone saw something good 
for the company in a product like this, and the 
way it ended up, it ended up that the product 
will be a cigarette product. How it got there, 
through lots of discussion, is what I call kind 
of a blue sky thing. 

And so I don't agree with the way 
this was written, by the way. But then I'm sure 
people didn't agree with me with my focus on only 
technology. But they were wide ranging 
discussions on that kind of topic. 

Q. Do you want to go to the last page, 
page 5. 

(Witness complies.) 

A. I have two 5s here. 

Q. There are two 5s in this document, 
and I believe that is because one has handwriting 
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04:31:24 2 on it. Both of mine do. I don't know why. 


04:31:32 3 


Either page 5. 


04:31:40 4 


A. Okay. I'm on a page 5. 


04:31:42 5 


04:31:46 7 


Q. Do you see that page 5 does contain 


04:31:44 6 some discussion or mention of patent activity? 


A. Could you give me just ten seconds 


04:31:48 8 


04:31:50 9 


Sure 


04:31:56 10 


MR. MURPHY: John, I would note with 


04:31:58 11 


respect to the page 5 issue that you've just 


04:32:02 12 mentioned, there is a break in the sequence of 

32:06 13 the Bates numbers of the Philip Morris production 
04:32:12 14 Bates numbers. It goes from 4473 to 4475. The 


04:32:20 15 


page 5 that bears your internal stamp, PA 7.30445, 


04:32:26 16 bears no Philip Morris production number. 


04:32:32 17 


It appears to be a photocopy of 4475, 


04:32:36 18 


but what I don't know is whether there was a 4474 


04:32:42 19 produced as part of this document that has been 
04:32:46 20 inadvertently omitted. I just don't know as I 


04:32:46 21 


sit here. 


04:32:48 22 


MR. PAYTON: I don't know the answer 


04:32:50 23 either, and I think it would be helpful if both 

04:32:54 24 of us could check. I believe, as I'm looking at 

32:56 25 it, that what happened is, for whatever reason. 
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there is a duplicate page 5 that did not get 
Bates stamped by you. That was produced. 

MR. MURPHY: That is possible. 

MR. PAYTON: 'They look identical, the 
two pages, except for the lacking number. 

MR. MURPHY: I agree they look 
identical. And that is possible. It's also 
possible that this was just somehow duplicated 


again and 

inserted. I 

don't know 

. But it 

appears to 

be 

the same 

page . 



MR 

. PAYTON: 

Missing 

a Bates number. 


MR 

. MURPHY: 

Correct. 

I just don't 

know whether there was 

a 4474 . 



MR 

. PAYTON: 

I do not 

know. 


MR 

. MURPHY: 

Okay. 


Q. 

Dr 

. Lilly, 

do you see 

there are some 


references to patent activity? 

A. Yes, I see like the third paragraph 
where that's discussed, yes, sir. 

Q. You see at the end of the fourth 
paragraph, there is a sentence that reads, "A 
summary of recent patent activity follows this 
analysis.” Do you recall seeing such a summary 
of patent activity? 
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A. Yes, I recall seeing patent activity 

listed in quite some detail for not only R.J. 
Reynolds but for really the companies that are up 
here in this paragraph 3. And in fact I do 
believe that was given as part of the talk that 
was given, 

Q. There's a reference on this page to 
launching Table. Do you see that, at the very 
bottom, "As preparations are made to consider 
launching Table." 

A, Yes, sir. 

Q. Do you know what that's referring 

to? 

A. I think that's what he's referring 
to, the R&D program we had for developing this 
cigarette. We aren't so close to launching 
Table. The technical problems remain big. I'm 
sure that's what she referred to. 

MR. MURPHY: I would just remind you. 

Dr. Lilly, not to go into any of the technical 
details of this project in light of the judge's 
May 17th ruling. 

MR. PAYTON: I'm just asking -- 

MR. MURPHY: I understand that. 
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04:36:06 2 John. I just want to remind the witness. 

04:36:08 3 REQ MR. PAYTON: David, I want to ask you 

04:36:10 4 if it would be possible for you to look to see if 

04:36:18 5 you could locate the description of the patents. 

04:36:22 6 I'm not aware Of that. It's possible, of course, 

04:36:22 7 we received it. 

04:36:24 8 MR. MURPHY: I'm virtually certain 

04:36:26 9 it's been produced with another copy of this 

04:36:30 10 document that did have the attachment as found in 

04:35:32 11 files. But I will confirm that. 

04:36:58 12 MR. PAYTON: I believe it was not in 

37:02 13 the files that were identified as having come 
04:37:26 14 from Barbara Reuter. 

04:37:28 15 MR. MURPHY: Okay. I will check. 

04:37:38 16 Just for the record, John, I believe if you check 

04:37:44 17 the file Of Carolyn Levy and production of a 

04:37:48 18 document, a copy of this document from her file, 

04:37:50 19 that you will find the attachment that you're 

04:37:52 20 talking about. That's just from memory. But 

04:37:54 21 that's my recollection. 

04:37:56 22 MR. PAYTON: Okay. 

23 (Lilly Exhibit 27 for 

24 identification, Nuclear and radio chemistry of 

25 smoke, plans and objectives, 1980, R. W. 
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JenJcins . ) 


04:39:06 3 


Dr. Lilly, you've just been handed 


04:39:08 4 what's been marked Lilly Exhibit 27, a four-page 

04:39:12 5 document, it has as its title, "Nuclear and radio 

04:39:16 6 chemistry of smoke, plans and objectives, 1980, 

04:39:20 7 R. W. Jenkins," production number PA 817130 

04:39:28 8 through PA 817133, or 1005022677 through 2680. 


04:39:32 9 


Do you recognize this? 


04:39:34 10 


I certainly recognize Bob Jenkins. 


04:39:38 11 


And I certainly recognize that Bob worked in this 


04:39:40 12 area of radio chemistry. 


' 39:42 13 


MR. MURPHY: Take a look at the 


04:39:44 14 document. Dr. Lilly. 


04:39:44 15 


I haven't looked at the document 


04:39:46 16 


yet. 


04:39:46 17 


(Witness complies.) 


04:41:02 18 


Okay. I at least scanned every part 


04:41:02 19 


of this. 


04:41:04 20 


Do you remember this? 


04:41:06 21 


I certainly remember Bob working in 


04:41:08 22 


this area. I can't say that I remember the 


04:41:10 23 


details of this very document. 


04:41:10 24 


Would he have been working under 


12 25 


you?. 
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A. No. 

Q. Do you remember the issue of nicotine 

rate of transfer with regard to bright, burley, 
extended -- expanded tobacco stems? 

A. I remember that there was a concern, 

and I think this was what Bob was doing. We had 
a greenhouse where we could label tobacco, grow 
it in a C-14 atmosphere. 

And what Bob was doing, I believe, in 
the nicotine area, was looking at whether 
nicotine actually broke down, got paralyzed into 
other compounds at the time that it was made into 
cigarettes. 

And he looked, of course, for the 
breakdown products of other compounds date. 

That's the main thing I remember Bob doing in the 
early '80s. 

Q. ■ When you say "C-14 atmosphere," you 
mean with an isotope so he could actually -- 

A. So he could actually -- if something 
broke down, he could trail it into which 
compounds it went into. 

Q. Let me go back to the table group for 

just a second. Was Dr. Houghton a member of the 
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cable group? 

A. No, sir. 

Q. Did he attend any of the meetings of 

the table group? 

A. I don't remember Ken attending any of 

the meetings of the table group. 

Q. Was Dr. Carchman a member of the 
table group? 

A, No, sir. 

Q. He j ust came - - 

A. Dr. Carchman came, and I assume it 
was by request, to talk about what he talked 
about, what was happening out in the area of 
nasal sprays and patches. 

For the meetings in Richmond, I can't 
say Ken didn't maybe pop in and set for maybe a 
while, but he wasn't a member of the group, and I 
think it was largely a time type of thing, 
because he's the one that actually asked Jimmy 
and I to serve on the group, Jimmy Myracle. 

MR. PAYTON: Thanks a lot. 

THE VIDEO OPERATOR: We're going off 
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the record. The time on the screen is 
(Time noted: 4:44 p.m.) 


ARNYS CLIFTON LILLY, Ph.D. 

Subscribed and sworn to before me 
this' day of _ ■ 1995. 


4:44:04. 
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2 

3 EXHIBITS 

4 DESCRIPTION PAGE LINE 

5 (Lilly Exhibit 10 for identification, 

6 two-page memo dated August 12, 1980, 

7 from T. S. Osdene to Dr. R, B. Seligman 

8 and directors.). •....., 223 13 

9 (Lilly Exhibit 11 for identification, 

10 Research and development five-year plan 

11 , 1979 through '83 .). 227 21 

12 (Lilly Exhibit 12 for identification, 

13 Philip Morris Research Center report 

14 dated June 13, 1977.) . 238 16 

15 (Lilly Exhibit 13 for identification, 

16 Report from the Philip Morris Research 

17 Center, The Behavioral Research 

18 Laboratory 1978 Annual Review, Part 2, 

19 dated August 18 , 1978 .). 244 7 

20 (Lilly Exhibit 14 for identification, 

21 40'10' brand development, dated August 19 

22 , 1976, brand development, annual report 

23 . ). 248 

24 4 

25 (Lilly Exhibit 15 for identification, 
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2 Philip Morris Research Center report, 

3 Smoker response to two Beta candidates 

4 versus Merit '85.) . 257 15 

5 (Lilly Exhibit 16 for identification, 

6 report from the Philip Morris Research 

7 Center, 2100 new product development, 

8 dated March 16, 1978 .),..,.. . 269 8 

9 (Lilly Exhibit 17 for identification, 

10 report from the Philip Morris Research 

11 Center, Project 4009, development smoke 

12 studies, dated May 17, 1983.). 272 9 

13 (Lilly Exhibit 18 for identification, 

14 two-page memo from W. A. Parone to L. 

15 F. Meyer, New significant products, 

16 dated September 24, 1981.). 287 3 

17 (Lilly Exhibit 19 for identification, 

18 April 24, 1987 memo from H. Grubbs and 

19 R. Prasad to D. B. Knudson.). 294 6 

20 (Lilly Exhibit 20 for identification, 

21 two-page memo dated January 13, 1986 

22 from Bill Geiszler to Paul Gauvin.). 297 12 

23 (Lilly Exhibit 21 for identification, 

24 Philip Morris Research Center report 

25 dated March 24, 1982, written by F. P. 
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2 Gullotta and C. J. Schultz.). 319 17 

3 (Lilly Exhibit 22 for identification, 

4 May 22nd, 1990 memo from F. P. Gullotta 

5 , C. S. Hayes and B. R. Martin to R, A. 

6 Carchman. ). 331 2 

7 (Lilly Exhibit 23 for identification, 

8 1992 Philip Morris U.S.A. R&D product 

9 development department operational 

10 plans.). 336 23 

11 (Lilly Exhibit 24 for identification. 


12 1993 Philip Morris U.S.A. R&D 

13 operational plans.). 339 4 

14 (Lilly Exhibit 25 for identification, 

15 Draft 11/8.). 359 3 

16 (Lilly Exhibit 26 for identification, 

17 Table.). 365 5 


18 (Lilly Exhibit 27 for identification, 

19 Nuclear and radio chemistry of smoke, 

20 plans and-* objectives, 19 80, R‘. W. 

21 Jenkins.). 381 22 
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